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1 
INTRODUCTION 


The Standing Committee on Finance and Economic Affairs is pleased to present its 
report containing recommendations and comments about the economic and fiscal 


priorities of the province for the Ontario Budget 1991. 


The Committee held pre-budget consultations between January 21 and February 8, 
1991, during which time it heard presentations from almost 60 delegations and 
received about 30 additional written briefs. The Treasurer and the staff of the Ministry 
of Treasury and Economics provided a detailed briefing on the economic outlook for 
the province. Given the importance of health and education expenditures in the 
budget, the Committee requested and received additional briefings from the Ministries 
of Health, Education and Colleges and Universities. The Committee benefitted greatly 
from the information provided by the Ministers and their staff. 


In order to understand the broad context of the current recession and to seek a variety 
of opinions on the economic outlook, the Committee invited a number of forecasters to 
present their views. The Conference Board of Canada, Informetrica Limited, Toronto 
Dominion Bank, Royal Bank and Ontario Federation of Labour accepted the 
Committee’s invitation. The Committee is appreciative of the time and effort given by 


these organizations to share their expertise. 


The Committee had the opportunity to discuss many issues with the delegations who 

appeared before them. The witnesses raised thought-provoking concerns, enabled the 
Committee to be more aware of the wide-ranging interests and needs of the citizens of 
Ontario and provided the Committee with valuable assistance in its deliberations. The 
Committee wishes to thank each of the delegations for their thoughtful contribution to. 


the pre-budget process. 


Z 
PRE-BUDGET CONSULTATION PROCESS 


Since 1987 the Standing Committee on Finance and Economic Affairs has held 
pre-budget consultations. These consultations provide a forum for the public to 
express its views on the economy and the upcoming budget and for members of the 
Committee to consider priorities for the province. The committee consists of members 
of all parties and it attempts to make observations and recommendations that reflect 


the consensus of its members. 


The Committee acknowledges that the issues that have been raised by witnesses range 
across a wide spectrum and that economic, financial, social and cultural issues all play 
important roles in the formulation of public policy. The Committee wishes to stress 
that, although certain regions and certain sectors, such as tourism, the environment, 
mass transit, the mining industry, the pulp and paper industry and the police sector, 
among others, were not represented in the hearings, they are nevertheless of 
considerable importance in the formulation of public policy. The Committee has tried 
to be as conscious as possible of the importance of the issues confronting these sectors 


as well as a host of others in forming its recommendations. 


THE ECONOMY 


Current State of Affairs 

Most forecasters agreed that the economy is in a recession that was principally 
home-grown, that it will recover during the second half of 1991 and that there will be 
slow, steady growth in 1992. A small number of witnesses, particularly some business 
and housing associations as well as the Ontario Federation of Labour, felt that the 
recession would last longer and might continue into 1992, although their analysis was 
not conclusive. The impact of the war in the Persian Gulf and the price of oil are the 
-unknown factors that are likely to play a major role in determining the length of the 
recession. It should be stressed that there has been no shortage of oil on the 
international market and that production in the Saudi oil fields has not been affected by 
the war to date. Most important, recovery in the Canadian and Ontario economies 


depends to a great extent on the American economy pulling out of the recession. 


It has been suggested that the current recession is different from the recession of the 
early 1980s. Canadian manufacturing plants had laid off workers in the early 1980s 
while they reduced the size of their operations, at least temporarily. However, _ 
Canadian industry is now undergoing a restructuring process which entails laying off 
workers permanently as plants have either closed or moved to other jurisdictions, 
either in North America or overseas. At the same time, Canadian companies have 
learnt the lessons of the earlier recession. Inventories have been well managed and 


stock-to-sales ratios are much lower than they were during the early 1980s. 


The current recession is characterized by extremely high real interest rates, corporate 
and household debt burdens, and unemployment rates; falling corporate profits; and 
lower consumer and business confidence and spending. Real growth is down — 
considerably, primarily as a result of the contraction of the manufacturing sector. On 
the other hand, the service sector has performed creditably. The recession in the 
United States has had a major impact on the Canadian economy, and particularly 


Ontario, since it is the principal market for Canadian goods. 
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In Ontario, the deficit now stands at approximately $2.5 billion as a result of reduced 
rates of increase in transfer payments, rising social welfare costs, reduced tax revenue, 
and expenditure and revenue decisions. Provincial governments have therefore had to 
find ways of meeting the shortfall through the introduction of innovative policies or by 


reducing their own expenditure. 


According to the latest figures released by the federal government, the number of 
bankruptcies has increased dramatically. Personal bankruptcies in Canada totalled 
42,782 in 1990, an increase of 46% over the levels of 1989 while the number of 
bankrupt businesses totalled 11,642 or a 34% increase over 1989. This compares with 
bankruptcy levels in 1982 and 1983 which totalled 40,408 and 37,082 respectively. In 
Ontario, 16,287 individuals, up 83% from the previous year, and 2,907 businesses, the 
latter with liabilities of $972.4 million, and up 73% from 1989, declared bankruptcy in 
1990. At the same time, the number of total business failures in 1990 was 1.5% 


compared with 2% during the earlier recession. 


The current recession in Ontario must be put into perspective. Central Canada is 
suffering most severely from the recession. Because the Ontario economy is highly 
diversified, every sector has been vulnerable to the economic downtum. However, its 
unemployment rate is still among the lowest in the country. At the same time, Ontario 
has a number of advantages that should allow it to cope with economic restructuring. 
Its economy is the largest and most diversified of all the provincial economies; the 
service sector has continued to perform relatively well; its location gives it advantages 
in trade with the United States and with many other provinces; it has a highly skilled 
pool of labour and significant natural resource wealth; it retains a good industrial 


structure; and it remains the most attractive destination for immigrants. 


The Committee is very concerned with the severity of the current economic recession 
and its impact on workers, families, and businesses in the province. High 
unemployment rates, household debt burdens and personal bankruptcies are hurting 
many Ontarians. At the same time, extremely high interest rates and exchange rates, 
along with sagging consumer confidence, are affecting business investment and 
corporate profits. Finally, the Committee would like to highlight the current budget 
deficit, which stands at $2.5 billion. 


5) 


Therefore, the Committee recommends that: 


1. The provincial budget should reflect the current state of the economy, and, in 
particular, the present recession. 


Causes of the Recession 


While numerous factors have converged to cause the downturn in economic activity 
including changes in the international economic and trading structures, circumstances 
peculiar to Canada and Ontario are responsible for the local recession. The tight 

monetary policy of the Bank of Canada, which is part of a package to fight inflation, 
and the high exchange rate of the Canadian dollar have contributed to the onset of the _ 
recession. The high exchange rate of the Canadian dollar is caused by a number of 
factors, none of which can be considered in isolation. On the other hand, while the 
exchange rate has had an adverse effect on Canadian exports, this effect is likely to 


decline as yield spreads continue to narrow. 


It is important to remember that the Canadian economy operates primarily in a North 
American market that is likely to be expanded in the near term and which might even 
become a hemispheric market in the medium to long term. The Canadian and Ontario 
business sector has undergone a period of considerable rationalisation during the past 
three years, partly in response to the Canada-U.S. Free Trade Agreement (FTA). At 
the same time, issues of competitiveness are of crucial importance in trying to 
determine some of the causes of business failures. Policies such as high interest and 
exchange rates, high rates of taxes and other policies that are regarded as imposing a 
burden on industry at a time when it faces aggressive regional and international 
competition must be taken into account. One forecaster, the Toronto Dominion Bank, 
pointed out that because companies that have been unable to compete successfully 
have failed, the most efficient producers will survive and be competitive in the 
post-recession period. At the same time, it should be stressed that many Ontario 
companies are competitive and some have been the takeover targets of other Canadian 


and foreign companies. 
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The onset of the American recession has undoubtedly had a major effect in helping to 
deepen the Canadian recession which is one of the severest in Canada’s post-war 
history. It has had considerable effect on Canadian producers, particularly motor 
vehicle manufacturers. The international trading environment is thus of prime 
importance to the well-being of the economy. The negotiations in the current Uruguay 
round of the General Agreement on Tariffs and Trade (GATT) will determine whether 
the international economy remains open and prosperous or whether it fragments into 
trading blocs that engage in protectionism. Movements towards the creation of 
regional trading blocs, such as the European Community, the North American Free 
Trade Area, and a possible Far Eastern trading bloc under Japanese. tutelage 
foreshadow an attempt to manage international trade and will have an impact in the 


event of the failure of the GATT negotiations. 


In the long term, it is possible that constitutional uncertainty in Canada might have an 


adverse effect on investment decisions, by both Canadian and foreign investors. 


The Committee is of the opinion that, while a number of factors have led to the current 
economic downturn, the policies of the federal government are a significant cause of 
the home-grown recession. The Committee wishes to draw attention to the tight 
monetary policies of the Government of Canada, not for the purpose of pointing 
fingers, but to foster an understanding that continuing this course will lead to further 


economic difficulties. 
The Committee, therefore, recommends that: 


2. The provincial government should call on the federal government to ease its 
tight monetary policies, which will, in tum, assist the economy recovery. 


Forecasts 


A number of forecasters made presentations to the Committee on prospects for the 
economy. There was broad agreement that economic performance would begin to 


improve during the second half of 1991 and that it would become stronger during 1992. 


The general theme is one of considerable uncertainty for the next year or two. The 
Gulf war is likely to restrain consumer and business confidence in North America in 


the short term. The recovery is expected to be somewhat slower than in the recession 


I 


of the early 1980s, partly because the current recession is not as deep. The Ministry of 
Treasury and Economics points out that a continuation of tight monetary policy, the 
high exchange rate, weak growth in American demand and continued adjustments to a 


more liberal international trade environment are likely to retard a rapid recovery. 


Most forecasters expect flat growth in Ontario in 1991, although one forecaster 
expects economic activity to decline by 2.1 percent this year. However, lower interest 
rates and an easing in monetary policy, a stronger American growth rate, and 
adjustments to the Goods and Services Tax (GST) including the effects of the removal 


of the manufacturers’ sales tax, may boost output and demand in the economy in 19972. 


Both the unemployment and inflation rates in Ontario are likely to rise during 1991 
before falling substantially in 1992. Other signs of a recovery include the likelihood of 
an increase in housing starts in 1992, following a further decline in 1991, although the 


construction sector does not share such optimism. 


The decline in interest rates that has begun is expected to continue during 1991, 
despite the advent of the GST, and into 1992 as slow credit demand and lower inflation 
in Canada in late 1991 and 1992 give the Bank of Canada room to manoeuvre. A 
prune rate of 11% in 1991 and of 10% or less in 1992 has been suggested. Prospects 
for the exchange rate also appear favourable with a forecast of between 83 and 84 
cents (US) for 1991, falling to between 81 and 82 cents in 1992. 


The Committee is encouraged by the number of presenters that have indicated the 
likely improvement in economic performance during the second half of 1991. 
However, lower interest rates and an easing of monetary policy is a significant 
assumption in all forecasts. In addition, the Gulf war remains an uncertainty in its 


effect on the economy. 
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PARTNERSHIPS 


The current weakness of the economy and the changes brought on by Ontario’s 
evolving role in the international marketplace have been causing hardship in the social, 
cultural and corporate network of the province. Changes to specific parts of the 
Socio-economic system, such as plant closings, are affecting the whole network, much 
as a single change to the web of ecological relationships may affect all parts of that 
natural system. For example, as demand is reduced by the recession or competitive 
pressures, corporate income falls, bankruptcies increase, jobs are lost, social assistance 


needs are increased and provincial revenues are reduced. 


With increasing awareness of the interdependence between sectors, it is apparent that 
ways to alleviate hardship, end the recession and build a strong economy must involve 
partnerships with all concemed. This may involve consultation between the parties 
involved, firstly to understand the pressures facing each, and secondly, to develop 
solutions that go beyond the individual needs of each sector. For example, skills 
training has been advocated by several witnesses as a key factor. Improved skills 
training and its associated labour mobility would facilitate re-employment for those 
who have lost their jobs, improve competitiveness, and reduce social assistance needs, 


thus raising the quality of life and decreasing demands on the provincial treasury. 


The following section identifies some of the concerns that were brought to the 


attention of the Committee and that could be addressed through partnerships. 
Municipalities 


The financial relationship between the provincial and municipal levels of government 
is a complex one that includes funding by the provincial government in the form of 
conditional and unconditional grants and cost sharing of certain programs such as 
general welfare assistance. A particular problem for the municipalities has been the 
devolution to them of the funding of programs over which they have no control, 
without adequate allocation of financial resources. Municipalities feel that, in the case 
of social assistance costs, the property tax is an inappropriate funding mechanism and 
the province should assume full funding responsibility for income support and 


children’s services. 


10 


The question of disentangling the roles and responsibilities between the various levels 


of government is one that is currently being addressed by both the municipalities and 


the province. The Report of the Provincial-Municipal Social Services Review 
(PMSSR) was released in 1990 and the Report of the Advisory Committee to the 
Minister of Municipal Affairs on the Provincial-Municipal Financial Relationship is 


expected in the spring of this year. Both documents address the restructuring of the 
provincial-municipal relationship. The municipalities seek to build a new partnership 
with the province to implement reforms of provincial-municipal finance; they would 
also like to receive a municipal impact statement of new initiatives, and to explore 


alternative sources of revenue. 


The Committee is in full agreement over the need to re-examine the financial 
relationship between the two levels of government. The municipalities, when not 
included in the decision-making process, are put in the difficult position of having to 


find the necessary funds. 
The Committee, therefore, recommends that: 


3. The province of Ontario should support a minimum of an across-the-board 
imcrease in the unconditional grants program equal to at least the rate of 
inflation. 


4. The Fair Tax Commission should be directed to include examining the tax 
structure of municipal govemmments, with a view to recommending a new 
financial relationship with the province. 


5. | The government should support the exploration of altemative sources of 
revenues and the establishment of a revenue-sharing Act as abs 
revenue-generating mechanisms for the municipal sector. 


6. The province should aim to provide the Association of Municipalities of 
Ontario with regular updates of govemment priorities, as well as tentative 
timelines for the introduction of new programs and policy initiatives. 


7. Budget decisions should take mto account the fact that service delivery 
frequently involves more than one arm of government. 


Culture 


The arts are an essential component in the building of a community, perhaps acting to 
bind separate parts into a whole. The arts enrich the community, may be used as an 
educational tool and allow the multicultural community to retain their heritage. 


Economically, it has been conjectured that the presence of cultural facilities such as 
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theatre or symphony increase the wealth of the community by acting as a magnet for 
tourism and making the community an attractive one for personal residence and 
business investment. | 

The Ontario Arts Council is an agency of the Ontario government established to 
support arts across the province. The OAC in conjunction with the government 
provides financial support to make art universally accessible and to encourage 


excellence in the arts. 


The Committee is fully supportive of the arts community in its efforts to enhance 
cultural activities. In order for any community to thrive, it must have a strong artistic 


base... 
Therefore, the Committee recommends that: 


8. The govemment should act with the conviction that the arts are an mmportant 
element in the quality of life that Ontarians enjoy. 


9. The government should strengthen and expand the activities of the Ontario Arts 
Council with a view to enhancing funding. 


Construction 


The Committee heard evidence of the decline in investment in construction, both 
housing and business investment in plant and equipment. The Ministry of Treasury 
and Economics indicated that housing starts dropped in 1990 to 62,000 and are 
expected to decline further to 54,000 starts in 1991. This is due to factors such as high 
interest rates, a large inventory of housing (especially condominiums), price declines, 
a net outflow of interprovincial migration and the impact of the GST on new housing. 
Business investment has declined because of lower corporate profits, as well as lower 
demand in a time of excess capacity. As a consequence, there is high unemployment 


in the construction industry. 


Several witnesses commented that, if the government wishes to help mitigate the 
impact of the recession, one of the most useful ways would be spending on the 
construction of public works that were already well advanced in the planning process. 
To be effective in fighting the recession, spending should take effect within six to 


eight months. 
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The Committee also heard from a number of non-profit and co-operative housing 
groups that there is a continued need for affordable housing. Some developers have 
indicated they would like to collaborate with the government and create constructive 
partnerships to help stimulate the construction industry. Others stress that job creation 
should be the top provincial priority through increases in infrastructure funding, and 


more non-profit allocations. 


Given the positive economic spin-off from housing -- according to an estimate by 
Adjust Ontario, 2.2 person-years are created for each housing unit built -- and the 
continuing need for affordable housing, there is an opportunity for the housing 
industry, developers and government to work together to promote the construction of 


affordable housing as soon as possible, thus providing both jobs and housing. 


Other stimulative spending during this recession might be on infrastructure, to 
improve Ontario’s roads, water and sewer systems. Of particular concern to the 
disabled community is the provision of accessible transportation, without which the 


opportunities for employment and an independent life are limited. 


The Committee recognizes the construction sector’s leading role in the economic 


recovery. Any efforts to stimulate economic activity must begin in this area. 
The Committee, therefore, recommends that: 


10. The government should continue its anti-recession spending on gcse works 
for maximum impact. 


11. The Ontario govemment should urge the federal govemment to relax its 
adherence to high interest rates and tight monetary policy m order to reverse 
the downtum in the construction sector. 


12. The govemment of Ontario should negotiate with the federal government to 
begin addressing the transportation needs of the North and where possible 
proceed with its own initiatives. 


13. The province should seek a creative financing arrangement by all levels of 
goverment to finance new infrastructure, maintenance and renewal. 


The Committee would like to note that other related recommendations are made later 


under the Social Issues - Housing section. 
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Education 
Elementary and Second 


The elementary and secondary education system is financed by the province and by 
local property taxes. At present, the province funds 41.5% of operating expenditure 
and 45.4% of total expenditure (operating, capital and pensions). The declining 
percentage funded by the province over recent years has given rise to tensions between 
school boards and the government, and many groups, as in past years, have urged that 


the level of provincial support be returned to the 60% level. 


A part of the argument lies in deciding "60% of what?" There is disagreement over 
what should be included in the cost for which the province shares funding 
responsibility and suggestions that grant ceilings should be reappraised. A large part 
of the concer arises from the burden placed on local property owners to make up the 
shortfall. However, the Ministry of Education suggests that care must be taken to 
ensure that, if the province increases its share, the property taxes do in fact decline 


proportionately. 


School boards in growth areas continue to face significant underfunding to meet the 
capital needs of their constituency; other boards face capital needs for renovation and 
rehabilitation of older buildings. Other problems exist in, for example, the wealth 
differential between boards, deficits and negative grants for some boards. 


It seems clear that the education financing model needs to be re-evaluated. The school 
boards urge a "renewal of the governmental ‘partnership’ in the delivery of education 
to our citizens" and advocate "a comprehensive review of education finance and a 
review of the relationship of education with other community services" (Ontario 
Public School Boards’ Association). A broad forum is required for consultation - 
between all involved on the development of a new model of education finance that is 


based on equity and accessibility. 


Several education groups, such as the Ontario School Board Reform Network, 

welcomed the creation of the Fair Tax Commission and urged that school boards have 
significant input into the deliberations of the Commission. The Ontario Public School 
Boards’ Association also suggested that, in the meantime, consultations on education 


finance should be complementary and parallel to the Fair Tax Commission. 
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The Committee is fully supportive of a renewed partnership between local school 
boards and the province. The relationship that currently exists cannot be allowed to 


continue. 
Therefore, the Committee recommends that: 


14. The province should attempt to forge a new era of co-operation with local 
school boards. 


15. The Fair Tax Commission should be directed to examine the issue of 60% 
provincial funding for education, and should give this issue immediate priority. 


16. The government should support the Ministry of Education’s review of the 
Capital Grant Program and should urge consultation on such key policies as: 
| the funding criteria 
the allocation process 
flexibility /innovation 
child care capital 


rated capacity and true capacity. 


Colleges and Universities 


Ontario’s colleges and universities provide the opportunity for life long learning, both 
enhancing personal enrichment and attaining a highly skilled and educated workforce. 
Equality and accessibility in post-secondary education is also essential if employment 
equity in the workforce is to be achieved. The Committee heard that Ontario’s 
commitment to excellence in these areas is being compromised by underfunding. The 
colleges are underfunded relative to universities, both in absolute terms and per pupil. 
At the same time, funding to Ontario universities is below the national average on a 
per pupil basis. Further, the Committee heard that Ontario universities receive as 
much as 40% less per student than do public state universities offering doctoral 


programs in the United States. 


The Council of Ontario Universities has proposed a recovery plan to restore the quality 
of education in Ontario’s universities and to ensure access to education for all, 
including the disadvantaged and under-represented groups. The plan would cost $410 


million over four years. The Council proposes that two-thirds of this amount be paid 
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by the government, and one-third by students. The plan in general tends to be 
supported by other university representatives, though there is disagreement on the 
amount, if any, of tuition fees that should be paid by students. 


It has been argued that equality of access is hindered by student fees and by the limits 
of Ontario’s student aid program. Several witnesses, such as the Ontario Federation of 
Students, pointed to the need for an overhaul of the Ontario Student Assistance 
Program (OSAP). For example, they stated that student assistance rates do not 
adequately reflect the cost of living and that eligibility requirements can be a barrier to 
post-secondary education. Persons United for Self-Help, speaking on behalf of the 
‘disabled community, believes that OSAP should include consideration of 
disability-related medical costs in calculating student aid. It has been suggested that 
the government, in collaboration with the university community, should examine long 


term alternatives to the system of fees and student aid. 


An additional problem in achieving full access to post-secondary education is the 
future shortage of faculty. The Committee heard from the Ontario Confederation of 
University Faculty Associations (OQCUFA) that half of the existing faculty will have 
retired by 2006 and that other jurisdictions in North America and Europe are facing 
similar difficulties. If faculty shortages occur, there may have to be cutbacks of the 
universities. To alleviate this problem the government is urged by OCUFA and 
student organizations such as the McMaster Students’ Union to fund a Faculty Growth 


Fund which would include increasing the number of tenure-stream positions. 


The colleges of applied arts and technology have begun the process of partnership by 
collaborating with various stakeholders to produce a strategic direction for colleges in 
the future, Vision 2000. This provides the direction for colleges to be part of the life 
long learning experience, assuring quality and enhancing opportunity by breaking 
down the systemic barriers which exist. Three key aims are improved access, 


increased success in programs and academic mobility. 


The Committee heard from the Association of Colleges of Applied Arts and 
Technology of Ontario that a 12% funding increase is required to finance current 
enrolment growth within the system, 1991 registrations, and employment and pay 


equity initiatives. 
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In the opinion of the Committee, the area of colleges and universities is in desperate 
need of attention. The economic and human costs of an inadequate system of 


post-secondary education are becoming apparent in our society. 
The Committee recommends that: 


17. The Mimistry of Colleges and Universities should reassess with colleges and 
universities the manner in which funds are disbursed. 


18. While the financial needs of students are related to tuition, the bulk of costs are 
living expenses. OSAP increases should not be solely based on tuition 
increases. 


19. The government should play a leading role m maintaining quality and 
accessibility. 


20. The province should persuade the federal government to eliminate the 3% 
administration fee on Canada Student Loans. 


21. A new system of funding should be devised which reflects the true costs of 
research and does not remove resources from base operating budgets. 


22. There should be increased government support for research at Ontario 
universities. 


23. A Faculty Growth Fund should be looked at for the replacement of tenure-track 
faculty members as they retire. 


Business and Labour 


The Committee is concerned with the number of bankruptcies and layoffs that have 
been affecting the goods and service industries in the province. The manufacturing 
sector has been hit hard by the current economic weakness. Shipments have declined 
in 1990 after seven years of growth, and manufacturing employment has shrunk by 
10% in 1990. Across Ontario, total job loss in all sectors amounts to about 120,000, 
the majority in small and medium sized businesses. About 31,000 were in companies 
with more than 50 employees and, as was discussed earlier, many of these job losses 
are permanent rather than temporary. As a consequence, there are concerns about the 
kind of jobs that will be created as the recession eases and the types of skills that will 


be required to perform these jobs. 


The Ontario Federation of Labour (OFL) has given the Committee an indication of the 
structural dimension of the recession. The recession which is currently underway in 


Ontario has a much more significant structural component than did the previous 
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recession of 1981-82. The lay-off indicator points to a much higher proportion of job 
losses attributable to permanent and complete plant closures. The OFL believes that 
addressing the restructuring problem in this province will require the establishment of 


active labour market adjustment programs. 


In the longer term, the OFL has impressed upon the Committee the need for the 
government to direct its attention to reducing the vulnerability of the Ontario economy 
to recession. The increased reliance on credit by both families and businesses often 
leads to a significant slowdown as an erosion of confidence is followed by the 
reduction of debt. In addition, the Swedish model of "reserve funds" is suggested by 
the OFL as an important counter-cyclical device as it allows companies to set aside 


funds for an approved counter-cyclical purpose without incurring a tax liability. 


Ontario has been an attractive location in which business can invest due to factors such 
as its educated workforce, easy access to the large markets of central Canada and the 
United States, political stability and favourable tax structure. The Committee heard 
from the Toronto Dominion Bank that Ontario continues to have a fundamentally 
healthy economy that is protected in the long term by its well diversified industrial 
base. Other presenters, such as the Canadian Manufacturers’ Association and the 
Ontario Chamber of Commerce, had concerns with Ontario’s competitive position 
with respect to factors such as the relative levels and complexity of taxation, wages 
and benefits, and mandated social costs. The high level of the Canadian dollar has 


also placed Canadian exporters to the U.S. at a disadvantage. 


The retail sector, especially at border towns, has been suffering from loss of sales as a 
‘result of Canadians taking advantage of lower prices in the U.S. and shopping across 
the border. While there appear to be many reasons for this rapidly-growing 
phenomenon, the communities have been working together and with the federal and 
provincial governments to find measures that will assist Canadian businesses to be 


more competitive. 


The Automotive Parts Manufacturers’ Association pointed out their need for more 
highly skilled workers and the difficulty in finding employees with appropriate 
qualifications. There is an opportunity for business, labour and government to 
collaborate to build a strong economy with a skilled, well paid work force. For 


example, skills training programs could be enhanced and expanded so that those 
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entering or re-entering the workforce are well prepared and able to take advantage of 
opportunities as the economy strengthens. As a result of the more skilled workforce, 


business should be able to produce more effectively. 


It was suggested to the Committee by the Ontario Natural Gas Association that there 
be a tri-level, intergovernmental conference, with private sector contributions, to 
identify key issues, priorities and mechanisms for improved problem solving. 
Examples of issues include public infrastructure, waste reduction and disposal 


alternatives, public sector spending and the growing taxation burden. 


In another area of cooperation, the business community asks the government to 
provide a favourable tax structure so that Ontario businesses are not placed at a 
disadvantage. This might include no new tax increases, R & D tax credits, 
harmonizing the retail sales tax with the GST, and maintaining the enriched Ontario 
Current Cost Allowance. If the public and private sectors work together, with a 
government that provides a favourable environment so that business can create wealth 


and jobs, Ontarians can continue to enjoy high living standards. 


The Canadian Federation of Labour (CFL) is working to develop greater 
labour-management cooperation. One of its initiatives is a Working Ventures fund 
whereby Ontarians can contribute to a venture capital fund that will be invested in 
small and medium businesses in Canada that have growth potential. One of the main 
objectives of the fund is job creation. The federal government has agreed to provide a 
20% tax credit and the CFL is requesting a matching credit from the provinces. In 
returm the fund undertakes to invest at least 80% of its funds in the province in any 
type of business and at any stage, whether start-up, turnaround or restructuring. In this 
way business would receive the equity required to help them expand, and jobs would 


be created. 


The Committee is concerned with the structural dimension of the present recession. 
Unlike previous recessions, the Committee feels the present economic downtum must 


be addressed in a way that deals with the structural component. 
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Therefore, the Committee recommends that: 


30. 


The government should provide enhanced financial assistance for retraining of 
the workforce. Such training programs should be implemented in partnership 
with labour, business and government. 


At least as a short-term measure, government should concentrate on training 
and skills development programs to facilitate labour mobility, particularly into 
areas of projected economic growth. 

The government should ensure more active investment activities of pension 
funds m Canada, and move to discourage pension investment outside the 
country. 


Access to benefits and entitlements for workers that are conferred by statute 
should be certain and assured. 


Incentives should be created for high technology to locate m Ontario. 


The government should undertake a comprehensive review of the regulations 
of the financial services sector. 


The government should use the Budget speech to signal its intention to reform 
the employer-based pension system. 
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AGRICULTURE 


The $40 billion agriculture industry plays an important role in the provincial 


economy. Its main components include the farm and food processing sectors. 


The farm sector is in difficulty for a variety of reasons and like other sectors in the 
economy, it has been undergoing a period of adjustment. High interest rates and debt 
burdens, low commodity prices, increased competitiveness from the rest of the North 
American market partly as a result of the Free Trade Agreement, and continuing 
uncertainty about the outcome of the current Uruguay round of the GATT negotiations 
have hindered the ability of the industry to adjust to increasingly difficult economic 


circumstances. 


According to the Ministry of Treasury and Economics, net farm income without 
government support rose in 1990 but is expected to decline in 1991. Government 
payments to the farm sector totalled 44% of net Ontario farm income in 1990 or 65% 
of total Canadian farm income in 1990. Government payments in 1991 are expected to 


account for 47% of net farm income. 


The Ministry of Treasury and Economics also indicated that prices for red meat, grain 
and oilseed should remain steady in 1991. Production of grain and oilseeds might even 
rise slightly. Some sectors of the industry under the supply management system, 

particularly the dairy and egg sectors, are experiencing difficulty as consumers change 


food consumption habits. 


Subsidies provided by foreign governments to their producers inhibit the ability of the 
domestic Canadian agricultural sector to compete fairly. The issue of subsidies is 
under discussion in the current round of GATT negotiations. Issues such as the supply 
management system have come under greater scrutiny, particularly as a result of 
provisions in the FTA. The Canadian government has made recommendations to the 
GATT for a potential reform of the supply management system in order to maintain its 


integrity. 
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According to the Ontario Federation of Agriculture (OFA), the most immediate 
problem facing farmers is that of indebtedness. The industry is capital-intensive and 
therefore vulnerable to interest rate movements. It is estimated that Ontario farm debt 
totalled anywhere between $4.6 billion and $5.2 billion in 1989. Net farm income is 
estimated to have fallen by almost 10% in 1989 and by 8% in 1990. Between 1980 
and 1989, interest payments for the sector averaged approximately 24% of net cash 
income (before debt service charges), an amount that is expected to rise in the near 
future. Moreover, net interest expenses rose by approximately 21% or $75 million in 
1988 and 1989. 


In order to meet these challenges, the OFA, which represents a large number of 
farmers, suggests that the Ontario Family Farm Interest Rate Reduction Program 
(OFFIRR), would be a good starting point for a detailed discussion of financial 
assistance program design. While such a program is being designed, a short-term | 
program for 1991 is required to help tide farmers over their short-term difficulties. 
According to a recent newspaper report, the Minister of Agriculture and Food has 
intimated that the government might implement a stopgap program similar to OFFIRR 
for a one-year period. The OFA also pointed out that other jurisdictions, such as 
Alberta, Saskatchewan and Quebec, had farm credit programs in place which provided 
unfair competition. It called for Ontario farm credit policy to ensure equitable access 
to affordable credit. The OFA also felt that tripartite stabilization support programs 
such as the Gross Revenue Insurance Plan (GRIP) and the Net Income Stabilization 
Account (NISA) program would provide medium and long term assistance. In an 
attempt to place these issues in a wider context, the OFA recommends that a program 


of rural development should integrate a wide variety of elements. 


The other main component of the agriculture sector, the food processing industry is 
also undergoing considerable change. Several plants have ceased operations, others 
have consolidated operations, while others have moved to the United States where the 
cost of raw material and other inputs, such as energy and tax, are generally lower. Any 
program of agricultural support and rationalisation would have to take into account the 


problems faced by the food processing sector. 
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The Committee observed that, while it did not have the opportunity to hear the 
concerns of the food processing sector, those concerns merited close attention because 


of its impact on the rest of the agriculture industry and on local communities. 


The Committee was of the opinion that while the evidence presented had been 
principally of a financial nature, agricultural adjustment should be considered in a 
wider context. The fall in farm income has exacerbated the problem of poverty in the 
farming community and has resulted in additional demands on social welfare services. 
The Committee noted that the availability of social welfare services is usually more 
rudimentary in rural areas than in urban areas and that adequate financial and social 


welfare support, in the context of a broader adjustment program, is required. 


The Committee is very concerned about the continuing problems facing the 
agricultural sector. The high interest rate policy of the federal government, combined 
with consistently low commodity prices throughout the 1980s, has forced more 
farmers out of business and placed an added burden on those who have managed to 
survive. The current situation provides little incentive for young farmers and is 
undermining the fabric of rural communities. The Committee would like to stress the 
significant relationship between the $40 billion a year agricultural industry and the 


health of Ontario’s economy as a whole. 
Therefore, the Committee recommends: 


31. The government should fully understand that interest rate assistance is vital to 
farmers. The OFFIRR model provides a good starting poimt for a detailed 
discussion of the design of a financial assistance program. 


32. In the absence of core funding from the federal government and in the light of 
assistance programs instituted by other provinces, Ontario should explore a 
farm credit policy that ensures equitable access to affordable credit. 


33. The government should explore jomt initiatives with the Farm Credit 
Corporation. 
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SOCIAL ISSUES 


Poverty 


Poverty, the result of an inadequate income, is an issue that has received much 
publicity since the Social Assistance Review Committee report, Transitions. Actions 
have been taken to begin to implement the recommendations of that report to help 

' people move from welfare dependence to independence. The Supports to Employment 
Program (STEP) is one example. However, many people remain in poverty at present, 
and the recession is likely to increase the number requiring social assistance. Many 
presenters, such as the Ontario SARC Network, urged the government to move quickly 


to continue to umplement the reforms outlined in the SARC report. 


The Committee heard that it is not only the unemployed but also the working poor who 
face roadblocks of a systemic nature in moving out of poverty. There are many facets 
of providing income adequacy. It may be an increase in social assistance rates, the — 
provision of affordable housing and assisting people in getting back to work. It may 

include training, child care and health care. Once at work, the minimum wage should 


be kept at an adequate level. 


The Committee is disturbed by the lack of adequate levels of social assistance benefits 
to those in need. In particular the Committee feels it must stress the importance of 


dealing with the overall structural causes of poverty: 
The Committee, therefore, recommends that: 


34. The govemment should announce a timetable for implementation and funding 
of Stage Two of the SARC recommendations, and this implementation should 
begin as soon as possible. 


35. The government should consider indexation of social assistance rates to the 
Consumer Price Index to ensure that rates reflect more adequately the true cost 


of living. 


36. The government should improve STEP by enabling recipients to keep a greater 
percentage of the income they eam. 


37. The province should push ahead in the CAP negotiations. 
38. The government should raise the minimum wage. 


39. The government should consider that income adequacy is essential to ensure 
welfare reform. 
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Disabled Community 


A group that is particularly at risk is the disabled community which faces many 
barriers to employment. The physically disabled may have difficulty in arranging 
transportation to the workplace or educational institution, and face higher educational 
and medical costs. In particular, employment equity for the disabled would assist in 
raising their income to a reasonable level and reducing the demand on Family 
Benefits. "A system which promotes the integration, dignity and independence of 
disabled citizens makes more economic sense than the current system which all too 
often ties essential supports to segregated settings, labelling and dependence" (Income 


Maintenance for the Handicapped Co-ordinating Group). 


Groups such as the Income Maintenance for the Handicapped Co-ordinating Group 
and Persons United for Self-Help in Ontario also urge the continued implementation of 
the SARC report. They ask that programs for special needs such as the Assistive . 
Devices Program or accessible transportation be given extended funding to enable the 
disabled to live independently and with dignity. The Special Services at Home 
(SSAH) program, which provides support to families with handicapped members, is 
widely supported by families because of its flexibility, portability and family control 


over the service required. 


The Committee was impressed by the comprehensive nature of the submissions made 
on behalf of the disabled community. Support for the recommendations made by these 


groups is very strong. 


The recommendations made by the Committee are as follows: 
40. Disabled consumers should be consulted in a more meaningful fashion. 


41. Social assistance reforms should continue. Unless changes are made to the 
principles underlying the system, there will continue to be dramatic cost 
increases without corresponding benefits in the lives of individuals with 
liabilities. 


42. The govemment should consider extending the Assistive Devices Program. 


43. While funding is an important issue, there may be cost-savings if the 
possibilities for saving money without hurting individuals are explored. For 
example, the government should investigate the issue of over-prescription of 
drugs to the disabled. 


44. In many families, a non-disabled family member acts as both care-giver and 
wage-eamer. A rate increase to lessen the strain on these families should be 
considered, if only because of the enormous costs spared the health-care and 
social service system by the unpaid efforts of such couples. 
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Housing 


The provision of affordable housing is an essential component in alleviating poverty. 
The general guideline is that housing should not cost more than 30% of income. 
However, the Committee heard that it has been estimated that the average food bank | 
user spends approximately 70% of their income on rent, and that those who spend 
more than 50% of their income on rent are at risk of becoming homeless if their 
economic situation changes. Some advocate that the provision of housing is a right to 
which all residents of Ontario are entitled and the province should therefore ensure an 
adequate supply of affordable housing. Although there are a variety of actions that 
could be taken to increase the supply of affordable housing, both developers and 
housing groups identified the length of time required for land approval - up to ten 


years - as one of the major difficulties in a timely response to these needs. 


Actions to improve the supply of affordable housing include: streamlining the | 
approvals process; facilitating the supply of government land; the extension of 
programs such as Homes Now; subsidies towards the financing of non-profit and 
rent-geared-to-income housing; facilitating the conversion of existing units to 
non-profit, opening up the bids for the construction of non-profit housing to the private 
sector; expanding the Ontario Home Ownership Plan; and providing reduced mortgage 
rates for first time home buyers. In addition, the government could support 


_ partnerships already undertaken in home sharing programs. 


The social impact of housing on the people of Ontario is disturbing to the Committee. 


It is the Committee’s request that housing be made a priority for the new government. 
Therefore, the Committee recommends that: 


45. Housing policies and housing supply programs must be addressed from the 
perspective that housing is a nght. 


46. Beginning in the 1991-92 fiscal year, the government should budget for a 
non-profit housing program to succeed the Homes Now program that would be 
the start of a continuing non-profit housing initiative. 


47. Ownership housing developed on government lands must initially be affordable 
and measures should be taken to safeguard the long-tenm affordability of such 
housing. 
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48. The government should consider that increased non-profit housing allocations 
will generate significant employment in the manufacturing and construction 
trades sectors. Moreover, building during a downtum will result m a larger 
number of units bemg constructed since costs are lower. 


49. Anti-discrimmatory policies should be mandatory for the receipt of funds for 
non-profit housing projects. Affinmative action policies should be introduced 
to meet the housing needs of "disadvantaged" people. 


Immigrants 


Community based agencies serving immigrants and refugees play an essential role in 
helping newcomers to the country participate in and belong to the social and economic 
fabric of Ontario. As well as providing linkages between the newcomers and 
Canadian institutions, these agencies provide a wide variety of innovative programs 
specifically targetted to the needs of their clients. These programs include language 
training, employment preparation, family counselling and programs to assist 


immigrant women. 


According to the Ontario Council of Agencies Serving Immigrants (OCASI), these 
agencies are a cost-effective way of integrating immigrants into the community and 
enabling them to contribute their wealth of skills and talents to the benefit of all 
Ontarians. However, given the high percentage of immigrants that eventually end up 
in Ontario, OCASI indicates that the funds available from the federal and Sega 


governments have been insufficient. 


The Committee is in full support of assisting newcomers in their efforts to integrate 
into the community. After all, much of the history of this country is one of hard 


working immigrants. 
Therefore, the Committee recommends that: 


50. The Govemment of Ontario should re-examine its funding of settlement and 
language training services with an attempt at enhancing service. 


51. The Government of Ontario should actively pursue an agreement with Ottawa 
to ensure that an adequate range of settlement services and language training is 
provided to newcomers to the province. 


52. As the province re-negotiates the Ontario Agreement on Training, efforts 
should be made to explicitly advance the province’s Multicultural Strategy. In 
addition, the Agreement should recognize and enhance the role of non-profit 
community-based organizations in the face of continuing privatization. 
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Women’s Interval and Transition Houses 


The Committee heard that the demand for women’s shelters has been increasing and 
shelter services, despite their best efforts, are unable to meet the needs of abused 
women and their children. An alternative funding model has been suggested that is 
based on block funding, rather than per diem funding, and that would enable shelters to 
provide the increased services to abused women and their children, community 


education and prevention, additional staffing, pay equity and second stage housing. 


The Committee was moved by the presentations made on behalf of interval and 
transition houses. The crisis faced on a daily basis by these groups must be addressed 
immediately. To avoid action would mean jeopardizing the safety and well-being of 


women in this province. 
The Committee recommends that: 


53. The funding formula for interval and transition houses should be reviewed with 
an attempt to mstitute block funding in 1991-92. 


Health 


The Committee heard that health care was only one of the four determinants of health, 
the others being economic status, public policy and individual life style. According to 
the Ministry of Health, about 55% of Ontario’s health care budget is spent on 
institutional health services (chiefly public general hospitals and provincial psychiatric 
hospitals), 36% on health benefits and most of the remainder on community and 
consumer health programs. The determinant that economic status affects health will 
have implications for the additional health care that may be required for those 


suffering financial hardship as a result of the recession. 


The Ontario Nurses Association’s position was that the health care system did not 
require a greater proportion of the provincial budget but that the money should be 
managed differently. The Ministry of Health indicated that they had instituted new 
steps for improved management of health care within the ministry, and that better 
management practices are being instituted in the hospitals with, for example, a shift 


from in-hospital care to more day surgery. 
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The Ontario Public Health Association recommended that the province should shift its 
emphasis from health care to health creation, and from large institutions to 
community-based health care. This shift might include increasing investments in 
welfare reform as proposed in the SARC report. They suggest that investing in 
smaller, community-based agencies would allow expenditures in hospital, physician 
and drug benefit services to be capped without compromising Ontarians’ access to 
essential health services. While cost savings estimates are speculative, local 
community governance allows for greater responsiveness to local needs and possible 
increased service efficiency. The Ontario Hospital Association agrees with the 
approach of community-based care but cautions that the appropriate infrastructure 
must be in place to ensure that there is no gap in patient service and that full costs, 


such as travel and out-patient therapy, must be included in any financial comparison. 


Nevertheless, even with increased community care, there remain many medical 
services that must be delivered through institutions. The Committee heard that 
hospitals are under severe financial pressure due to increased demands for care, 
changing demographics and the high costs of new treatments and technology, as well 


as government-imposed legislative and regulatory costs. 


The Ontario Nurses Association (ONA) pointed out that there will be increasing 
demand for nurses due to an aging population, the expanded role of nurses in health 
care and technological change. At the same time, the profession is having difficulty in 
attracting nurses because of factors such as low pay, poor career prospects and 
stressful working conditions. The ONA are seeking a greater share of the hospital 
budget and expressed the view that there would be sufficient moneys in the budget to 


meet their demands. 


The pharmaceutical manufacturing industry argued that the use of the "Best Available 
Price" method of setting prices under the Ontario Drug Benefit program has 
contributed to the increasing costs of this program, as it fails to allow for the benefits 
provided by rigorous competition between products. It is suggested that the use of 
actual acquisition cost should be the basis for the price paid and that mandatory 
substitution of generic products should be eliminated. Furthermore, pharmaceutical 
research into effective medicines has the potential for significant savings of health care 
costs, and a new provincial pharmaceutical policy is needed to provide the 


necessary R & D infrastructure. 
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The Committee was impressed by the presenters’ attempts to deal with the issue of 
growing costs of the provincial health care budget. The Committee agrees that the 
competing demands on the health care budget call for more innovative and accountable 


management. 
Therefore the Committee recommends that: 


54. The government should increase its support to community-based models of 
health care service delivery. 


55. The government should initiate community discussion around health care 
spending, such that direction is provided to politicians, health care 
professionals, and other public decision-makers. 


56. The govemment should consider fairer compensation to nurses a priority. 


57. Some form of local project stimulation and support is needed in Ontario - this 
fund could be administered through a coalition of partners and advisors in 
conjunction with the provincial goverment, or by a coalition - a Healthy — 
Communities Network. 


58. The goverment should examine the role and benefits of the pharmaceutical 
industry in terms of its overall industrial strategy. It has a great deal to offer in 
terms of enhanced manufacturing ability, augmented R & D en and 
intemational competitiveness. 


Native Affairs 


Native peoples have traditionally been poor and marginalised. This condition is 
exacerbated by the blurred lines of responsibility that are split between the federal and 
provincial governments. Consequently, the provision of social and other services is 


problematic. 


The Union of Ontario Indians assists First Nations in the development of policies that 
help communities to achieve a greater degree of self-determination. It has made a 
number of proposals that are designed to improve the socio-economic conditions of 
First Nations. The Union points out that First Nations are not accessing most of the 
provincial programs available to the general population. It calls for the negotiation of 
an Anishinabek/Ontario Memorandum of Understanding on Economic Development, 
with the possibility of a tripartite agreement with the federal government, to facilitate 
such access. It also raises concerns about the land’ ase of First Nations, which does 


not provide an adequate economic base for seen nie development. 
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The development of a strategy for the elementary and secondary systems as well as for 
post-secondary institutions for First Nations students is also sought. Other social 
needs include the provision of adequate housing on reservations as well as improved 
health care systems. Moreover, management training for First Nations would enable 
them to function more efficiently in a social system that is basically alien to their 


traditional culture. 


The Committee applauds the initiatives taken by the previous as well as the current 
provincial government to consult with native peoples on a variety of issues. The 


process of consultation has been timely and, more importantly, productive. 
Thus, the Committee recommends that: 


59. The Treasurer should make financial provision in the budget to allow 
continuation of consultation and negotiation with native peoples with the belief 
that native peoples have legitimate grievances that must be addressed such as 
land claims, education, economic development and social issues. 


10. 


11. 


12. 


13. 


14. 


15. 


ZA 
LIST OF RECOMMENDATIONS 


The provincial budget should reflect the current state of the economy, and, in 
particular, the present recession. 


The provincial govemment should call on the federal government to ease its 
tight monetary policies, which will, m tum, assist the economy recovery. 


The province of Ontario should support a minimum of an across-the-board 
increase in the unconditional grants program equal to at least the rate of 


The Fair Tax Commission should be directed to include examining the tax 
structure of municipal governments, with a view to recommending a new 
financial relationship with the province. 


The government should support the exploration of altemative sources of 
revenues and the establishment of a revenue-sharing Act as potential 
revenue-generating mechanisms for the municipal sector. 


The province should aim to provide the Association of Municipalities of 
Ontario with regular updates of goverment priorities, as well as tentative 
timelines for the introduction of new programs and policy initiatives. 


Budget decisions should take into account the fact that service delivery 
frequently involves more than one arm of government. 


The govemment should act with the conviction that the arts are an important 
element in the quality of life that Ontarians enjoy. 


The government should strengthen and expand the activities of the Ontario Art 
Council with a view to enhancing i 


The government should continue its anti-recession spending on public works 
for maximum impact. 


The Ontario govemment should urge the federal government to relax its 
adherence to high interest rates and tight monetary policy in order to reverse 
the downtum in the construction sector. 


The government of Ontario should negotiate with the federal government to 
begin addressing the transportation needs of the North and where possible 
proceed with its own initiatives. 


The province should seek a creative financing arrangement by all levels of 
goverment to finance new infrastructure, maintenance and renewal. 


The province should attempt to forge a new era of co-operation with local 
school boards. 


The Fair Tax Commission should be directed to examine the issue of 60% 
provincial funding for education, and should give this issue immediate priority. 
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16. The government should support the Ministry of Education’s review of the 


17. 


18. 


19. 
20. 
pA We 
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30. 


Capital Grant Program and should urge consultation on such key policies.as: 
the funding criteria 
the allocation process 
flexibility/innovation 
child care capital 
| rated capacity and true capacity. 


The Ministry of Colleges and Universities should reassess with colleges and 
universities the manner in which funds are disbursed. 


While the financial needs of students are related to tuition, the bulk of costs are 
living expenses. OSAP increases should not be solely based on tuition 
imcreases. ; 


The government should play a leading role in maintaining quality and 
accessibility. 


_ The province should persuade the federal government to eliminate the 3% 


administration fee on Canada Student Loans. 


A new system of funding should be devised which reflects the true costs of 
research and does not remove resources from base operating budgets. 


There should be increased government support for research at Ontario 
universities. 


A Faculty Growth Fund should be looked at for the replacement of tenure-track 
faculty members as they retire. 


The government should provide enhanced financial assistance for retraining of 
the workforce. Such training programs should be implemented in partnership 
with labour, business and government. 


At least as a short-term measure, government should concentrate on training 
and skills development programs to facilitate labour mobility, particularly into 


areas of projected economic growth. 

The goverment should ensure more active investment activities of pension 
funds in Canada, and move to discourage pension investment outside the 
country. 


Access to benefits and entitlements for workers that are conferred by statute 
should be certain and assured. 


Incentives should be created for high technology to locate in Ontario. 


The government should undertake a comprehensive review of the regulations 
of the financial services sector. | 


The government should use the Budget speech to signal its intention to reform 
the employer-based pension system. 
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32. 


33. 


35; 


41. 


42. 
43. 
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The government should fully understand that interest rate assistance is vital to 
farmers. The OFFIRR model provides a good starting point for a detailed 
discussion of the design of a financial assistance program. 


In the absence of core funding from the federal govemment and im the light of 
assistance programs instituted by other provinces, Ontario should explore a 
farm credit policy that ensures equitable access to affordable credit. 


The government should explore joint initiatives with the Farm Credit 
Corporation. 


The government should announce a timetable for implementation and funding 
of Stage Two of the SARC recommendations, and this implementation should 
begin as soon as possible. 


The govemment should consider mdexation of social assistance rates to the 
Consumer Price Index to ensure that rates reflect more adequately the true cost 
of living. 


The government should improve STEP by enabling recipients to keep a greater 
percentage of the income they eam. 


The province should push ahead in the CAP negotiations. 
The BU ves should raise the minimum wage. 


The government should consider that income adequacy is essential to ensure 
welfare reform. 


Disabled consumers should be consulted in a more meaningful fashion. | 


Social assistance refonms should continue. Unless changes are made to the 
ptinciples underlying the system, there will continue to be dramatic cost 
increases without corresponding benefits in the lives of individuals with 
liabilities. 


The government should consider extending the Assistive Devices Program. 


While funding is an important issue, there may be cost-savings if the 
possibilities for saving money without hurting individuals are explored. For 
example, the government should investigate the issue of over-prescription of 
drugs to the disabled. 


In many families, a non-disabled family member acts as both care-giver and 
wage-eamer. A rate increase to lessen the strain on these families should be 
considered, if only because of the enonmous costs spared the health-care and 
social service system by the unpaid efforts of such couples. 


Housing policies and housing supply programs must be addressed from the 
perspective that housing is a right. 


Beginning in the 1991-92 fiscal year, the government should budget for a 
non-profit housing program to succeed the Homes Now program that would be 
the start of a continuing non-profit housing initiative. 


47. 


49. 


50. 


51. 


52. 
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57. 


58. 


59. 
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Ownership housing developed on government lands must initially be affordable 
and measures should be taken to safeguard the long-term affordability of such 
housing. 


The govermment should consider that increased non-profit housing allocations 
will generate significant employment in the manufacturing and construction 
trades sectors. Moreover, buildmg during a downtum will result in a larger 
number of units bemg constructed since costs are lower. 


Anti-discriminatory policies should be mandatory for the receipt of funds for 
non-profit housing projects. Affirmative action policies should be introduced 
to meet the housing needs of "disadvantaged" people. 


The Government of Ontario should re-examine its funding of settlement and 
language training services with an attempt at enhancing service. 


The Goverment of Ontario should actively pursue an agreement with Ottawa 
to ensure that an adequate range of settlement services and language traming is 
provided to newcomers to the province. 


As the province re-negotiates the Ontario Agreement on Training, efforts 
should be made to explicitly advance the province’s Multicultural Strategy. In 
addition, the Agreement should recognize and enhance the role of non-profit 
community-based organizations in the face of continuing privatization. 


The funding formula for interval and transition houses should be reviewed with 
an attempt to institute block funding in 1991-972. 


The govemment should increase its support to community-based models of 
health care service delivery. 


The government should initiate community discussion around health care 
spending, such that direction is provided to politicians, health care 
professionals, and other public decision-makers. 


The government should consider fairer compensation to nurses a priority. 


Some form of local project stimulation and support is needed in Ontario - this 
fund could be administered through a coalition of partners and advisors in 
conjunction with the provincial government, or by a coalition - a Healthy 
Communities Network. 


The govemment should examine the role and benefits of the pharmaceutical 
industry in terms of its overall industrial strategy. It has a great deal to offer in 
terms of enhanced manufacturing ability, augmented R & D presence and 
intemational competitiveness. 


The Treasurer should make financial provision in the budget to allow 
continuation of consultation and negotiation with native peoples with the belief 
that native peoples have legitimate grievances that must be addressed such as 
land claims, education, economic development and social issues. 


APPENDIX A 


The Dissenting Opinion of 
Mr. Monte Kwinter, Mr. Gerry Phillips and Mrs. Barbara Sullivan 
Liberal Party 
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LIBERAL CAUCUS DISSENT FROM THE FINANCE AND ECONOMIC AFFAIRS 
COMMITTEE 1991 PRE-BUDGET REPORT 


AGENDA FOR PEOPLE OR AGENDA FOR POWER? 


The 1991/92 Budget is the Treasurer's first opportunity to 
demonstrate how the NDP government intends to implement its. 
"ambitious pace of change for Ontario." In the six months since 
the election, the new Government has been engaged in an exercise of 
lowering expectations and blaming others for their short-comings. 
Based on the pre-budget hearings of this committee and the 
Government's retreat from its own promises we can only conclude 
that the Agenda For People was nothing but an Agenda For Power. 


The Liberal Caucus is dissenting from the Committee's report for 
two fundamental reasons: 


1. we have been asked to approve a document that represents a 
total retreat from the commitments made by the NDP in the 
Agenda for People; and 


2. we have been asked to approve a document without a financial 
framework being provided. 


RETREAT FROM AGENDA FOR PEOPLE: 


Ontarians voted for the NDP expecting that the Agenda for People 
would be fulfilled. Six months ago this document was touted as a 
specific plan to fight the recession and promote social justice. 
However, Since the Government has assumed power, it is increasingly 
clear that the Agenda for People was really an opportunistic Agenda 
for Power. 


We are concerned that NDP members of the Committee are pulling back 
from promises made in the Agenda For People. It appears instead, 
that they are using the recession to obscure the commitments made 
in the Agenda For People, a document that acknowledged Ontario was 
in a recession. The Agenda For People promised that election 
commitments would not be filed away, only to be resurrected four 
years later. The NDP Throne Speech argues for integrity in 
government, and pledges to overcome cynicism. Yet, just six months 
into its mandate, the NDP government has abandoned virtually every 
commitment they have made. 


Signing the Government's majority report would suggest that this 
Caucus endorses a document that backs-off commitments made to the 
people of this province. If it is the intention of the NDP 
government to renege on promises, it is their responsibility to 
tell the people of this province. 


LACK OF FINANCIAL FRAMEWORK: 


This Committee has not been given the necessary tools to provide 
the Treasurer with meaningful guidance in his budget deliberations. 


For the Committee to offer specific advice to the Government, we 
must know, at the very least, the key financial parameters 
established by the Treasurer to fulfill the commitments made in the 
Agenda For People. 


. Regretably, the Treasurer has forced this committee to operate in 
a vacuum -- by failing to provide even basic projections of revenue 
and expenditures. 


'It was only on the final day of hearings that the committee 
received vague revenue projections for the coming fiscal year. 
Apart from the spending program announced last November, no new 
recession-fighting ideas are provided by the Treasurer or included 
in the majority report. 


It is impossible to make responsible recommendations without this 
information. The committee has been able to deal only with one 
half of the financial plan of this Government -- namely the 
spending side of the budget. 


The most recent unemployment figures reveal that there are 216,000 
fewer full time jobs in Ontario in January 1991 than January 1990. 
Seasonally unadjusted figures are at 9.6%, up from 6.5% one year 
ago. The recession is real. The Government's excuses for inaction 
are not. 


ECONOMIC AND FISCAL PICTURE: 
The Past Five Years 


At the Committee's hearings there was considerable confusion about 
the fiscal position of the province. Over the past five years the 
deficit of the province has been systematically reduced and in 
1989/90 a surplus was reported. During this period of economic 
growth unemployment dropped, jobs were created, the Government 
managed the economy and laid policy foundations for the future in 
a fiscally responsible manner. 


85/86 86/87 87/88 88/89 89/90 
Revenue 26,240 29,544 325453 Bs p256 41,692 
($ Million) 
Expenditure 28,854 oe es) 34,942 384725 41,602 
Surplus/ 
(Deficit) (2,614) (2,634) (2,489)-, (1,479) 90 
1985 1986 1987 1988 1989 1990 
Unemployment 
Rate 8% 7% Gabe 5% 52% 6.1% 
Net Jobs 


Created (1000s) 142 147 165 Leis 87 -12 


-- source: Ministry of Treasury and Economics 


The 1990/91 budget originally projected a modest surplus of $30 
million, based on expenditures of $44.4 billion. By early 
September 1990, it was evident that two factors -- an increase in 
social assistance spending of $350 million, and a decrease in tax 
revenue of $302 million -- along with a number of other smaller 
expenditure changes would result in a projected deficit of $700 
million unless further policy changes were made. 


Upon taking office however, the NDP made a series of decisions 
which dramatically inflated the projected deficit: 


-- the creation of a $750 million contingency fund to pay for 
increases in doctors' salaries and other expenses; 


-- $400 million that has been set aside to pay for guarantees 
involved in the sale of UTDC - payments not due until the contracts 
are complete; 


-- the NDP decision to set aside money for the Province's liability 
on provincial guarantees to fund SkyDome. 


These decisions have inflated the size of the NDP's projected 
deficit from $700 million to $2.5 billion. Simply put, the current 
deficit results from: lower revenue; higher social assistance 
costs; and most importantly, expenditure decisions made by the new 
government. 


The cupboard is not bare. In’ fact P*the* Third Quarter’ Ontario: 
Finances indicated the Government was planning for a $669 million 
operating surplus,and has received unbudgeted, unanticipated 
revenues of over $1 billion from the Federal Government. With 
these resources available it is clear that the Government has the 
capacity to act and that it must act. 


We present these figures to in an attempt to put the future 
financial picture in some context. The past few years have seen 
good economic growth and a surplus in the government account for 
the first time in two decades. In 1990/91, with the advent of the 
recession, we are faced with a deficit of $2.5 billion. We are 
however, facing the future with a comparatively strong financial 
base, as a result of prudent financial management and sound policy 
foundations being laid in the past five years. 


RECOMMENDATIONS : 


We offer the following recommendations for the Treasurer's 
consideration: 


1. A Recession Fighting Budget 


Ontarians will look to the Budget as a blueprint for the 
restructuring that is necessary to carry this province out of the 


current recession. The Liberal Caucus will look for a Budget 
document that includes plans to move Ontario out of the recession, 
create jobs and fulfill commitments made to Ontarians just six 
months ago. 


2. Plan for Implementing the Agenda For People 


The NDP presented the Agenda for People as their blueprint. We 
will expect the Budget to demonstrate how the finances of this 
province will be managed to implement this specific plan. If it is 
the intention of the Government to renege on their promises, the 
Budget should clearly spell this out to the people of Ontario. 
Ultimately, government is about making choices. 


3. NDP Tax Commission 


The NDP had a very specific plan when it came to taxes. People 
believed the NDP. Now in power, the Government has left the 
impression that key promises in the area of tax fairness will not 
be forthcoming. - Instead the NDP has decided to set up a tax 
commission to advise the government. This is a convenient way for 
the Government to postpone introducing the tax changes they 
promised. It is a way for the Government to stall, and say that 
fair taxes will just have to wait. 


4. Other Budget Considerations 


The Budget must move beyond the rhetoric of collaboration to 
develop inclusive partnerships, where all Ontarians are eligible 
for membership -- one that will. capitalize on the unique 
contributions that the private and public sectors can make. 


We must see a document that places value on the skills and 
innovations of the work force, by its emphasis on education; skills 
training; the transportation/communication infrastructure; and, 
research. 


And we must see balance. An approach that recognizes our hospitals 
must be adequately supported in the midst of a shift in emphasis to 
the community. An approach that accepts the premises of the report 
"Transitions" by realizing that social assistance extends beyond 
Simple financial aid to opportunity planning and supports for 
independence. An approach that responds to the changing face of 
the work force and promotes an equitable and flexible work place. 


The majority report ignores the primary resource sector, and the 


communities that rely upon it. It is clear that resource 
industries (forestry, agriculture, mining) must be competitive to 
lead this province out of the recession. We must see improved 


performance in these areas to see sustained growth in the province. 


In the midst of a recession, Ontarians need assurance that the 
social safety net will adequately protect them. This should 
include unequivocal support for the second stage of the SARC 


recommendations. 


The NDP is attempting to alter the terms of its election commitment 
to increase provincial funding for education to 60 per cent of 
operating costs. In her presentation to the Committee, the 
Minister of Education said that the NDP's commitment will include 
capital grants and contributions to the teachers' pension fund as 
well. Last year the annual provincial operating grant provided to 
school boards increased by 8.7%. We were dismayed to note that 
this year the NDP increased grants by only 7.9%. 


Each and every day of this year, the Government can expect to 
receive over $120 million in revenue. It is the Government's 
responsibility to set priorities and use those funds wisely. 


Monte Kwinter 
MPP, Wilson Heights 


Gerry Phillips 
MPP, Scarborough-Agincourt 


Barbara sullivan 
MPP, Halton Centre 
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APPENDIX B 


The Dissenting Opmion of 
Mr. Chris Stockwell and Mr. Nomm Sterling, 
Progressive Conservative Party 
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PC RECOMMENDATIONS 1991 PRE-BUDGET CONSULTATION 


1s, 


des 


A medium term fiscal plan projection be provided to the 
Committee by the Ministry of Treasury and Economics as a 
standard item in the Ministry’s annual economic outlook and 
fiscal review. 


The government of Ontario neither increase taxes nor introduce 
any new taxes in its 1991-92 budget. 


The government freeze its 1991-92 direct operating 
expenditures at 1990-91 levels. 


The Legislative Assembly freeze its operating budget at 1990- 
91 levels for the 1991-92 fiscal year. 


The government, in the case where it changes the accounting 
or reporting methods used in the budget revise the ten-year 
review of key financial indicators to take account of those 
changes in order to allow for meaningful comparisons of budget 
plans. 


Effective the 1991-92 fiscal year, all in-year revenue 
windfalls be paid into a "rainy day" account to be available 
for appropriation by the Legislature to be applied to the 
reduction or elimination of the deficit or the debt or for the 
financing of programs which may from time to time be required 
to offset the effects of an economic slowdown. 


The Provincial Auditor be permitted to report to _ the 
Legislature and the public twice a year. 


The government should create an expenditure review committee 
with a mandate to review all government spending programs and 
to make recommendations regarding the elimination of non- 
productive programs and administrative re-alignments and that 
pending the report of this committee, the government adopt a 
policy of zero program growth. 


The government of Ontario collect the GST on_ those 
transactions currently subject to both the GST and the RST. 


The government should perform a competitive impact analysis 
on all relevant legislation, including all tax bills, and the 
results of the analysis should be tabled in the Legislature. 


The Finance and Economic Affairs Committee undertake public 
hearings and commission the necessary analytical studies to 
determine the economic costs and benefits and the financial 
and fiscal implications for Ontario of alternative proposals 
to reform or restructure the Canadian constitution or 
federation, and that the Committee report its findings to the 
House and the public. 


PC PARTY FINDINGS AND RECOMMENDATIONS : 1991 PRE-BUDGET 
CONSULTATIONS ; . 


One submission to this Committee stated that, "With consumer and 
business confidence highly fragile, it is very important that the 
Government’s first budget send a strong message in support of 
economic recovery and aim at improving the confidence of the 


business community." 


We agree with that assessment and, in our opinion, the 1991 Ontario 


budget must put in place policies: 
a. to re-enforce the factors which will contribute to growth, 
b. to improve the financial position of the province and, 
c. to enhance the competitiveness of our economy. 
Before presenting our recommendations on what the government should 
do to achieve these three related objectives, however, we have a 
number of comments regarding reforms of the pre-budget consultative 
and budget-making processes. 


The Budget Process 


In our view the failure of the Ministry of Treasury and Economics 


to provide the Committee with a medium term fiscal plan projection 


is unacceptable. 


The Treasurer’s explanation, that he could not provide such a 
projection until final decisions had been made regarding revenue 


measures, is also unsatisfactory. 


A medium term fiscal plan projection, based on, among other things, 
the assumption of no change in existing revenue policies, was made 


available to the Committee and the public last year. 


There was nothing to prevent the Ministry from providing the 


Committee with such a projection this year. 


A medium term fiscal plan projection, even one which is merely an 
extrapolation from past trends, would be deri] to the Committee 
ins its “efforts ‘to determine “what effect, relative to the 
continuation of current policies, alternative revenue = and 
expenditure measures would have on the province’s financial 


position. 


Further, should the government move to multi-year budgeting, it 
would be essential for this Committee to have access to a medium 
term fiscal plan projection. We recommend that: 


Recommendation #1 


2; A medium term fiscal plan projection be provided to the 
Committee by the Ministry of Treasury and Economics as 
a standard item in the Ministry’s annual economic outlook 
and fiscal review. 


With regard to the prospect of multi-year budgeting we would not 
want the situation to develop where a multi-year plan would be 


longer than the government’s electoral mandate. 


That is to say, a case where multi-year policies introduced by a 
government later defeated at the polls would continue to dictate 
the direction of the province, in effect allowing the corpse to 


continue to govern from its political grave. 
Re-enforcing the recovery 


Among the expert witnesses who appeared before the Committee only 
the Ministry of Treasury and Economics projected positive growth 


for Ontario in 1991. 


We believe the Ministry’s forecast is overly optimistic, that the 
province’s economy will shrink in real terms this year and that the 
province is facing a longer, tougher recession than the Treasury 


is projecting. 
While the consensus forecast calls for an upturn in the second 
half, it is generally accepted that this anticipated recovery will 


not be as robust as that which followed the 1981-82 recession. 


The Committee was cautioned about the high degree of uncertainty 
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in the global economic and political systems and was warned about 


the significant down-side risks in the projections. 


In this environment it is the government’s responsibility to do 
what it can to ensure that the recovery is neither postponed nor 


weakened. 


In our assessment, the recovery in the early stages will be led by 
exports and increased domestic consumer demand. In the medium term 


we believe that growth will be investment led. 


It is imperative, especially in the near term, that the Ontario 
government eschew any measures which would decrease consumer 
confidence, make our exporters less price competitive or which 
would reduce either disposable income levels or the pool of funds 


available for productive investment. 


The government has to accept, as one submission put it, that at 
"this stage in the economic cycle, when all enterprises are trying 
to hold the line on costs and when the focus should be on 
attracting investment to the province, is not the time to increase 


taxes." 


The government must recognize that another round of tax hikes would 
have a deleterious effect on the factors which will contribute to 


recovery in the short term and on our competitiveness in the long 


term. 


The case against tax hikes is compelling and was forcefully 
advanced by Ontario’s manufacturers who told this Committee, "There 
is no more tolerance in the economy for tax increases. Ontarians 
are already taxed heavily compared with their Quebec based, U.S., 
Japanese and other competitors. More taxes in the upcoming budget 
will further undermine personal incentives and = encourage 


manufacturing companies to expand elsewhere after the recession." 


Given these considerations we recommend that: 


Recommendation #2 


Zhe The government of Ontario neither increase taxes nor 
introduce any new taxes in its 1991-92 budget. 


An Agenda for Taxpayers: Stabilizing provincial finances 


We recognize that the present government inherited a difficult 
financial position as the chickens set loose by five years of 


fiscal laxity came home to roost with a vengeance. 


As a direct consequence of a tax and spend fiscal policy, and as 
we had predicted in earlier reports, the expenditure base has been 
expanded and elevated to the point where it cannot be sustained, 
in the absence of an economic boom, except through new taxes, 


higher taxes or more debt. 


The last thing the Ontario taxpayer or the Ontario economy needs 


is new taxes, higher taxes or more debt. 


"Tax and spend", the watchwords of Ontario fiscal policy for the 


past five years, are no longer and option. 


We previously indicated the reasons why another round of tax hikes 
would be inimical to our economic health. With the revenue outlook 
flat, at best, the government would have to rely on borrowing to 


finance another spending binge. 


As was noted in one submission to the Committee, if government 
spending over the next four years continues to increase at the 
average annual growth rate experienced in the last ten years, and 
assuming no change in tax policy, the provincial deficit in fiscal 
1994-95 would be $11.8 billion and the province will have added at 
least another $34 billion to its debt during the 1990-91 through 


1994-95 period. 


Put bluntly, the province cannot afford another massive tax grab, 
nor can it afford to take on another $34 billion in debt. Like it 
or not this government is going to have to correct the mistakes of 


its predecessor and bring provincial spending under control. 


The government has to realize that the Ontario taxpayer needs a 
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government willing to discipline its spending by making tough 


decisions on its priorities. 


What the province needs is a government willing to commit to an 
agenda for taxpayers, to a program which puts the taxpayers’ 
interest in moderate tax rates and affordable government ahead of 
the short-term political interests of the government itself, the 
empire building ambitions of the bureaucracy, and the claims of the 


special interest groups, lobbyists and consultants. 


A key component of this new agenda. would be ‘a commitment to 
controlling and reducing the cost and size of the government, an 
objective which we believe should be vigorously pursued this year 


as a means of tempering upward pressures on the deficit. 


The government, facing a severe and possibly lengthy economic 
downturn, cannot continue with business as usual, it cannot simply 


ride through the recession cocooned in its limousines. > 


We do not think it too much to demand, at a time when thousands of 
Ontarians are losing their jobs, homes and businesses, that the 


public sector do some belt-tightening of its own. 


For example, the government could realize significant savings by 
freezing its direct operating expenditures in the 1991-92 fiscal 


year. 


If the government does not have the stomach for reductions, then 
the least it can do in our opinion is to agree that it will spend 
no more next year on things like travel, consultants and 


advertising then it did this year. 


We estimate that, relative to an across the board inflationary 
increase on these accounts, a freeze on direct operating 


expenditures would save between $450 million and $500 million. 


To reduce the cost of running the government and to ease upward 


pressure on the deficit we recommend: 


Recommendation #3 


ox The government freeze its 1991-92 direct operating 
expenditures at 1990-91 levels. 


Recommendation #4 


4. The Legislative Assembly freeze its operating budget at 
1990-91 levels for the 1991-92 fiscal year. 


The government should also undertake measures to improve its 
management of and accountability for the tax dollars and other 


revenues it. collects. 


With regard to the accountability issue we are concerned about 
certain accounting practices which have reduced the transparency 


and comparability of the public accounts. 
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These concerns are shared by the Provincial Auditor who noted in 
his 1990 report that the use of preflows was "affecting the 
comparability of budgeted plan to actual results, an important 


accountability measure of the government." 


We trust the government will take note of the Auditor’s comments 
on the reporting of preflows as it prepares the budget. We also 
hope that the government will ensure that its statement of accounts 
is such that iis will allow the Legislature and the public to make 
meaningful and accurate year-over-year comparisons on budget plan 


performance. 


We recommend that: 


Recommendation #5 
Dee The government, in the case where it changes’ the 
accounting or reporting methods used in the _ budget, 
revise the ten-year review of key financial indicators 
to take account of those changes in order to allow for 
meaningful comparisons of budget plans. 
We have also seen a serious deterioration in expenditure controls 


during the past five years as evidenced by the government’s 


inability to adhere to its budget expenditure plan. 


While in the current fiscal year the in-year increase in 
expenditures is attributable to the recession, prior year over- 
runs were due to the propensity of the government of the day to 
spend the substantial revenue windfalls it enjoyed during the boom 


as quickly as it got them. 
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This practice helped fuel the massive growth in spending witnessed 
during that period and inevitably reduced the flexibility of the 


government to respond constructively to the current recession. 


For example, over the 1985-86 to 1989-90 period the Ontario 
government collected a total of $3.7 billion more in revenues than 


it had anticipated. 


Had even a portion of this windfall been set aside into some type 
of contingency fund we would be looking at a considerably smaller 


deficit today. 


To ensure that any future "boom dividend" is not frittered away 
and that the government is made more accountable for the manner in 


which it spends money we propose: 


Recommendation #6 


62 Effective the 1991-92 fiscal year, all in-year revenue 
‘windfalls be paid into a "rainy day" account to be 
available for appropriation by the Legislature to be 
applied to the reduction or elimination of the deficit 
or the debt or to the financing of programs which may 
from time to time be required to offset the effects of 
an economic slowdown . 


Recommendation #7 


ee The Provincial Auditor be permitted to report to the 
Legislature and the public twice a year. 


a is E 


Recommendation #8 


Sie The government should create an expenditure review 
committee with a mandate to review all government 
spending programs and to make recommendations regarding 
the elimination of non-productive programs and 
administrative re-alignments and that pending the report 
of this committee, the government adopt a policy of zero 
program growth. 

If it is going to maintain fiscal stability and moderate tax rates 
the government is also going to have to look at new ways of 
financing public services particularly in the health, education and 


transportation infrastructure fields. 


In this context we were impressed by the "Recovery Plan" advanced 
by the Council of Ontario Universities under which about one-third 
of the cost of the program would be borne directly by the students 


themselves. 


We hope the government will give the "Recovery Plan" the serious 
consideration it deserves and fully expect that similar plans to 
channel more private money into public services will have to be 


developed in the near future. 


In particular we would encourage the government to explore ona 
priority basis the possibilities of entering into joint ventures 
with the private and municipal sectors for capital infrastructure 


renewal. 


12 
Enhancing Ontario’s Competitiveness 

A number of witnesses expressed concerns about the deterioration 
in the competitiveness of the Ontario economy and the decline in 
the standard of living likely to result if this problem remains 


unaddressed. 


The government should take up the challenge from the Canadian 
Manufacturers’ Association "to adopt the goal of making Ontario one 
of the most competitive and attractive investment destinations in 


North America". 


To meet this challenge the government will have to keep its 


spending under control and its tax system competitive. 


One thing the government could do immediately to improve the tax 
system is to eliminate the dual collection and reporting systems 


for the RST and the GST. 


Maintaining two tax collection systems imposes unnecessary costs 
and inefficiencies on businesses, consumers and taxpayers. We 


- recommend that: 


Recommendation #9 


9% The government of Ontario collect the GST on those 
transactions currently subject to both the GST and the 
RST’. 


We recommend that it also accept the CMA suggestion that it ensure 


13 
its legislation and regulations do not undercut or hamstring the 
efforts of the Ontario private sector to compete effectively and 
efficiently. 
Recommendation #10 
LOS The government should perform a competitive impact 
analysis on all relevant legislation, including all tax 


bills, and the results of the analysis should be tabled 
in the Legislature. 


Assessing the economics of constitutional change 

We were alarmed that none of the submissions to the Committee 
addressed what we believe will be a fundamental issue in the near 
future - the economic and fiscal consequences of constitutional 


change. 


While no one can say with any certainty what form this change will 
take, pressure for change is building particularly in Quebec where 
a commission of the governing Liberal Party recently released a 
report, [the Allaire Report], calling for a radical devolution of 


the powers of the central government. 


To the best of our knowledge there has been no systematic research 
done in Ontario into the economic and fiscal ramifications of the 


constitutional options currently on the public agenda. 


Yet clearly the economic and fiscal effects of constitutional 
reform particularly any changes which would result in a break-up 
of the federation, or create a more decentralized confederal 


political association grafted on to an economic union or common 
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market, would be substantial. 


For example, the Ontario taxpayers are responsible for servicing 
the Ontario public debt which, by the end of this year, will total 
more than $40 billion and for their share of the $380 billion 


federal debt. 


Ontario’s share of the federal debt, on a per capita basis, is 


about $140.6 billion. 


However, if the country were to split and an independent Quebec 
refused to assume any responsibility for servicing the accumulated 
debt, the Ontario share of the debt, again on a per capita basis, 
would increase to $188.1 billion and this in turn would lead to an 
increase in the federal debt service cost carried by the Ontario 


taxpayer. 


There has been no effort made to determine what effects this would 
have on the Ontario taxpayer, on the province’s own financial 


Hosition or its tax-capacity. 


The same can be said for the full spectrum of constitutional 
options and, as a consequence, what debate there has been about 
the economic and fiscal costs and benefits of alternative proposals 
for re-structuring the constitution and the federation has been 


based on self-serving conjecture and shallow speculation rather 
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than on any objective, substantive analysis. 


As one of our pre-eminent political commentators, Mr. Jeffrey 
Simpson, noted in his column in the Globe and Mail on February 8, 
1991, the current situation is markedly different from that which 
existed in the years leading up to the Quebec referendum in 1980 
when "a blizzard of reports analysing economic linkages in Canada 


rained down upon the population." 


We would also agree with Mr. Simpson’s observation that, "There is 
no excuse in politics ... for making decisions in a fog of 
rhetoric, untested assumptions and a stubborn refusal to calculate 
as carefully as possible the probable losses as well as the 


putative gains." 


The people of Ontario should have available to them all the 
information they require to make an informed choice among 
alternative futures and constitutional options, ‘’including 


information on the economic costs and benefits. 


To help develop and distribute that information we recommend: 


Recommendation #11 


rs The Finance and Economic Affairs Committee undertake 
public hearings and commission the necessary analytical 
studies to determine the economic costs and benefits and 
the financial and fiscal implications for Ontario of 
alternative proposals to reform or restructure the 
Canadian constitution or federation, and that the 
Committee report its findings to the House and the 
PUDLLES 
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(Ontario Division) - Pre-Budget Submission 


TORONTO BOARD OF EDUCATION - Pre-Budget 
Submission 


MUNICIPAL FINANCE OFFICERS' ASSOCIATION 
OF ONTARIO - Pre-Budget Submission 


ONTARIO NON PROFIT HOUSING ASSOCIATION - 
Pre-Budget Submission 


THE ONTARIO SCHOOL TRUSTEES' 
Pre-Budget Submission 


COUNCIL - 


THE ONTARIO NATURAL GAS ASSOCIATION - Hard 
copy of slide presentation 


Letter 


RAINBOW COTTAGES (Tony Kenny) -—- 
dated 31 January 1991 
DONALD DOUGLAS FOX - Letter dated 1 


February 1991 


CREDIT UNION CENTRAL OF ONTARIO on Pre> 
Budget Submission 


ATTRACTIONS 
Submission 


ONTARIO > Pre-Budget 


THE CANADIAN BANKERS' ASSOCIATION - Pre- 
Budget Submission 


BANK OF CANADA - Text of Remarks of John 
Crow, Governor, at various’ speaking 
engagements, 1990/1991 


PHOENIX PLACE: STAGE II HOUSING FOR 
VICTIMS OF DOMESTIC VIOLENCE HAMILTON- 
WENTWORTH - Pre-Budget Submission 


ROSE TECHNOLOGY GROUP - Document entitled: 


"Meeting Ontario's Challenges Through 
Energy Management" 
ts D. HOWE INSTITUTE - Pre-Budget 


Submission 


EXHIBIT 
EXHIBIT 


EXHIBIT 


EXHIBIT 


EXHIBIT 


EXHIBIT 


EXHIBIT 


EXHIBIT 


EXHIBIT 


EXHIBIT 


EXHIBIT 


EXHIBIT 


NO. 


NO. 


NO. 


NO. 


NO. 


NO. 


NO. 


NO. 


NO. 


NO. 
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1/01/098 


1/01/099 
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1/01/101 


1701/2102 


1/01/103 


1/01/104 


ONTARIO PUBLIC SCHOOL TEACHERS' FEDERATION 
- Letter dated 4 February 1991 


BETTER ROADS 
Submission 


COALITION - Pre-Budget 


ANNE STEWART - Letter dated 6 February 
1991 


THE CITY OF TORONTO: Letter 
February 1991 from Arthur C. 
Mayor 


dated 6 
Eggleton, 


MINISTRY OF TREASURY AND ECONOMICS - 
Letter dated 6 February 1991 from Robert 
Christie, Assistant Deputy Minister, in 
response to questions from the Committee 


LONDON LIFE - Letter dated 6 February 1991 


CAA - HAMILTON AUTOMOBILE CLUB - 
Budget Submission 


Pre- 
CANADIAN MENTAL HEALTH ASSOCIATION ONTARIO 
DIVISION - Letter dated 6 February 1991 


NESBITT THOMSON - Letter dated 6 February 
1991 


URBAN DEVELOPMENT INSTITUTE/ONTARIO - Pre- 
Budget Submission 


BELL CANADA - Pre-Budget Submission 


LEGISLATIVE RESEARCH SERVICE: 
Recommendations 
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Tableau 1 - Perspectives économiques de 1’Ontario 


(en % de changement, sauf indication contraire) 


Croissance réelle Taux de chomage Emploi Ventes au détail Mises en chantier 
(%) (milliers) 
1990 1991 1992 1990 1991 1992 1991 1992 1990 1991 1992 1990 1991 1992 


PREVISIONNISTE 


Ministére du 
Trésor et de 


L'Economie* 62 649 54 000 


Banque Toronto- 
Dominion 64 500 57 900 


Banque Royale 


Conference Board 
du Canada 


* Les prévisions du MTE pour 1992 sont une moyenne pour la période 1992-1994. 
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PREFACE 


For the last five years the Standing Committee on Finance and Economic Affairs 
has held pre-budget consultations with the public in January and February of each 
year in order to provide input to the Treasurer on Ontario’s upcoming budget. 
However, the budgetary transfers to the MUSH sector (municipalities, 
universities, colleges, schools and hospitals) are announced several months in 
advance of the budget; these transfers represent over 30% of the government’s 
expenditures. Bearing this in mind, the Committee decided to begin pre-budget 
consultations with these transfer partners in November so that the views and 
recommendations of that sector and of the Committee would be known by the 


Treasurer before he makes the final announcement of the transfers for 1992-93. 


After a briefing by the Ministry of Treasury and Economics on the economic 
outlook and on the fiscal situation with respect to the province’s transfer partners, 
the Committee heard from representatives of each sector. In a departure from 
previous practice, the delegates from each sector attended the same meeting. 
Following a short presentation by each group, all witnesses remained at the table 


and responded to questions by members of the Committee. 


The Committee is grateful to all those witnesses who provided it with the benefit 
of their expertise and advice as well as to staff from the Ministry of Treasury and 


Economics who made themselves available for further questioning. 


Ps 
INTRODUCTION 


As is well known, the Ontario economy has been suffering through a severe 
recession, with reduced output and large numbers of people losing their jobs. 
Declining revenues and increased demand for social assistance has created a 


climate of exceptional fiscal pressures for the government. 


Revenues are expected to decline by 1%, the first year-over-year forecast decline 
since 1945, as a result of the recession and changes to the transfer payments from 
the federal government. There are no expectations of a strong turn around in 
revenue performance, according to the Ministry of Treasury and Economics. 
Corporate income tax revenue will remain low as a result of reduced corporate 
profit levels and loss carry-forward provisions; personal income tax and retail 
sales tax are expected to show only weak to moderate growth. At the same time, 
unemployment above 9% will place continued upward pressure on social 


assistance programs and services. 


Currently, the major transfers of $16.7 billion to municipalities, universities, 
colleges, schools and hospitals represent more than 31% of government 
expenditures. Around three-quarters of these transfers are for wages and salaries. 
The fiscal year begins in April for hospitals, colleges and universities and in 


January for school boards and municipalities. 


The Committee heard from representatives of each of these sectors, each of whom 
made a brief presentation and responded to questions on the issue of funding. 
Several themes emerged during the hearings which were common to most of the 
sectors. Firstly, they argued that strength in these sectors was a key factor in the 
future prosperity and quality of life of the province; for example, adequate 
funding for education at all levels was seen as critical for economic renewal and 
growth. Secondly, it was difficult to manage in a fiscally responsible way without 
full control over their expenditures and revenues. Finally, there could be better 


coordination of government services, particularly the delivery of social and health 
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services. The particular issues concerning each sector are discussed more fully in 


the subsequent sections. 
MUNICIPALITIES 


About 30% of municipalities’ expenditures, almost $6 billion, comes from the 
province, according to the Ministry of Treasury and Economics. Provincial 
funding may be in response to the number of eligible recipients of general welfare 
assistance and other social programs or as conditional or unconditional grants. 
The two programs included in the major transfers in 1991 were municipal roads 
($827 million) and unconditional grants ($947 million). Wages accounted for an 


average of 50% of the spending on these two programs. 


Both the Association of Municipalities of Ontario (AMO) and the Municipal 
Finance Officers’ Association of Ontario (MFOA) expressed understanding of the 
fiscal constraints facing the Ontario government but also sought recognition of the 


financial difficulties that municipalities are encountering. 


Of particular concern was the issue of control and accountability. A large 
proportion of the expenditures by municipalities are in response to provincially 
mandated requirements in the areas of social assistance, waste management and 
police services. These groups pointed out that the combined cost of the welfare 
systems and police services generally take up between one-quarter and two-thirds 
of the tax revenue raised by municipalities. General welfare assistance caseloads 
have risen by 143% between September 1989 and September 1991, according to 
AMO, and the MFOA suggested that there would be a further increase of 25-50% 
in GWA expenditures for next year. Regulatory changes in the area of waste 
management, in particular municipal source separation programs and mandatory 
leaf.and yard composting, have major cost implications for municipalities. In 
addition, given the relatively high wage component, provincially mandated 
programs such as pay equity and the results of negotiated wage agreements strain 


municipal budgets. It becomes increasingly difficult for municipalities to act in a 
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fiscally responsible manner if they have no control over a large portion of their 
costs. They requested that transfers should be made to the municipalities 
commensurate with their responsibilities. The MFOA would also like the 


province to show “leadership in establishing responsible wage settlements." 


At the same time, the municipalities’ financial ability to respond is becoming more 
complicated and difficult. There is resistance to further property tax increases, 
certainly of the level required to avoid staff reductions. Both groups believed the 
property tax to be regressive and an inappropriate way to finance many of the 
municipalities’ expenditures, particularly social assistance. While many 
municipalities have accrued reserve funds, they are generally insufficient to cover 


costs on the scale of a new landfill or waste diversion program. 


Both AMO and the MFOA urged that the process of disentangling the roles and 
responsibilities of the municipalities and the province, particularly in cost-sharing 
_ arrangements, should proceed as fast as possible. They suggested that 
municipalities be given authority for police service board budgets, while the 
province should consider assuming 100% of the financial responsibility for social 
assistance costs. These concerns should form the first phase of social assistance 


and municipal finance reform. 


AMO also strongly advocated establishing a provincial-municipal agreement on 
revenue sharing that will help to redress the problem of unpredictability of 
transfers. Until such an agreement is in place, both groups recommend that there 
should be an across the board increase in transfer payments to municipalities by an 
amount at least equal to the rate of inflation. Furthermore, in order to facilitate 
the municipalities’ budgeting process, the province is asked to announce transfer 


payments as early as possible this year, and by November 15 in subsequent years. 


The Association of Municipalities of Ontario concluded with the following 


Statement: 
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If the Province accepts the municipalities’ offer to 
carry the responsibility and cost of police services; 
if the Province agrees to assume the full cost of 
General Welfare Assistance; if the Province 
exercises control over the magnitude of provincially- 
determined labour awards; and if the Province 
considers the impact of new provincial programs on 
the financial state of local governments, then and 
only then will municipalities be in a position to 
demonstrate their abilities as financially responsible 
governments. 


The Committee’s recommendations: 


v6 The province should proceed with reforming and disentangling provincial- 
municipal financial relations. In particular, two areas need to be 
addressed urgently: 


e social services, especially general welfare assistance; and 


e local boards and agencies, such as police services boards, that lack 
direct political accountability to the electorate. 


2. Recognizing that it may be some time before the full results of the 
disentanglement process are implemented, all decisions which have an 
impact on municipalities and/or provincial-municipal cost-sharing should be 
linked to the disentanglement process. 


3. Municipalities should consult with the province to address the growing cost 
of government, in particular for cost-shared services. 


4. The province should show leadership in establishing responsible public 
sector wage Settlements. 


oy The government should take into account that unilaterally cutting municipal 
transfer payments shifts the tax burden on to the property tax base which is 
a far more regressive and inferior method of taxation. Property taxes are 
inappropriate for funding many of the demands on municipalities. 


6. The announcement of transfer payments should be made as early as possible 
this year, and by November 15 in subsequent years. 
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UNIVERSITIES 


In 1991-92 universities received $1,944 million from the province in transfer 
payments. The Ministry of Treasury and Economics advised the Committee that 
university operating grants provided funding to 19 universities. Provincial funding 
represents about 80% of university operating budgets with tuition fees contributing 
to most of the remaining 20%. About 80% is related to salaries and wages. 


Capital requirements are funded separately. 


The importance of a high quality, accessible university system was pointed out by 
all witnesses as well as the difficulty in attaining such a goal with the current 
funding levels. The Ontario Confederation of University Faculty Associations 
(OCUFA) emphasized that a high level of education and skills is vital for 
economic growth and prosperity and Ontario cannot afford not to fund its 
universities adequately. Furthermore, social policies such as employment equity 
are dependent on an educational system that is accessible to all members of 
Ontario’s society. Their views were succinctly expressed in the slogan "If you 


think education is expensive, try ignorance." 


The Council of Ontario Universities (COU) pointed to the increasing number of 
applications to universities, despite a shrinking cohort of 18-24 year-olds, as 
evidence of the public’s belief in the need and importance of a university 
education. As Ontario faces an increasingly competitive global economy where 
success is often based on knowledge, it is critical that Ontario invest in 
maintaining and enhancing its universities. The Ontario Federation of Students 
(OFS) reaffirmed its commitment to a high quality, fully accessible post-secondary 
education system. Consistent underfunding could lead to losses of up to one third 
of university support staff and declining services such as reduced library 
acquisitions and outdated lab equipment, according to the Confederation of 


Ontario University Staff Associations. 
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The OFS believed that it would take $130 million (1992 dollars) per year over two 
years to bring Ontario’s per-student funding levels to the Canadian average. 
Beyond this, it would require $613 million to bring operating grants for Ontario 
universities to their 1978-9 levels. The Committee heard from the COU that 
universities need an absolute minimum of 7% to cover their rising costs in 
1992-93; a lower level of funding will result in reductions in full time enrolment, 
faculty and staff. The COU also believed that the government may have to 
consider legislating some period of wage restraint in order to have some control 


over its wage bill. 


There was much debate over the extent to which students should pay for their 
education. The COU felt that, if grants revenue is insufficient, universities should 
be able to raise tuition fees to a certain ceiling, subject to some discretion within 
individual institutions. They also favoured an income contingent repayment plan 
as the preferred vehicle for students’ financing university-level study. Both these 
approaches were rejected by the OFS and OCUFA who felt they compromised 
accessibility and would lead to burdensome, life-long debt levels. There was 
much support, however, for the use of a more progressive income tax system, 


both personal and corporate, to fund university education. 
The Committee’s recommendations: 


rf The government should reaffirm its commitment to a high quality, fully 
accessible post-secondary education system. This goal has been difficult to 
attain as operating grants for post-secondary education have continued to 
decline relative to GDP growth. 


8. ‘It is essential that Ontario fund its universities adequately; it cannot afford 
the economic and social costs associated with an inadequately educated 
population. Economists write that a high level of education and Skills is 
vital for economic growth and prosperity; education may be the single most 
important determinant of economic growth in the developed world. 


9. The government should pursue a multi-year financial plan for Ontario 
universities. 
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10. The government should pursue fair share taxation and measures such a 
minimum corporate tax and a speculation tax as ways of addressing 
underfunding. 


COLLEGES 


Ontario’s 23 colleges of applied arts and technology received $826 million in 
major transfers from the provincial government in 1991-92, about 75% of which 
was related to salaries and wages, according to the Ministry of Treasury and 
Economics. This amount accounts for about three-quarters of the colleges’ 


operating budgets. Capital requirements are funded separately. 


The Ontario Council of Regents for Colleges of Applied Arts and Technology, 
together with the Council of Governors, the Council of Presidents and the 
Association of Colleges of Applied Arts and Technology, raised some serious 
questions about the role of government vis-a-vis the college system. Colleges 
have two streams -- post-secondary and training -- and the demand for both has 
been rapidly increasing. Young students perceive a community college education 
as the basic level to be acquired while the current restructuring and large numbers 
on social assistance place a heavy demand on training facilities. Adults seeking 
retraining also create pressure on places for young students. It was suggested that 
colleges could have a significant role to play in meeting the challenge Ontario 
faces in restructuring and moving towards a high technology, high value-added 
economy. However, if the government chooses to use colleges as a primary part 
of their strategy for economic renewal, they would require a significant injection 


of funds in order to carry out their mandate. 


While enrolment has been increasing, funds for colleges have been lagging. 
Revenues are received from a variety of sources -- the Ministry of Colleges and 
Universities (55%), Ministry of Skills Development (11%), federal government 
for apprenticeship and training agreements (11%), tuition fees (9%) and others -- 


but these revenues are not easily transferrable within the college system. As a 
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result, resources are strained and some colleges are reluctantly considering a cap 


in enrolment. 


In order to meet current needs, colleges would require an increase in grants of 
around 8%. However, given the province’s fiscal situation, they would more 

_ Fealistically expect to receive an increase in the order of 2%. In addition, colleges 
would like to have more flexibility to be entrepreneurial and creative in managing 


their financial affairs. 
The Committee’s recommendations: 


Il. The government should consider that colleges have a significant role to play 
In meeting the challenge of moving towards a high technology, high value- 
added economy. As the demand for post-secondary education and training 
increases, particularly during the current period of restructuring, the present 
funding approach should be re-examined and changed. 


12. The government should assist in alleviating the funding problems; colleges 
are seeking the maximum flexibility to be as entrepreneurial and creative as 
possible, for example in accessing revenue or moving money between 
different categories. 


13. The relationship between colleges and the Ontario Training and Adjustment 
Board should be coordinated with care to avoid fracturing the training 
culture. 


14. The government should consider that colleges would need an increase in 
grants of around eight percent to cover actual costs but are expecting an 
increase in the range of zero to two percent according to the Ontario 
Council of Regents. 


SCHOOLS 


The Ministry of Treasury and Economics advised the Committee that the 
provincial government transferred $4,839 million in 1991-92 to school boards, 
approximately 80% of which was for wages and salaries. The province distributes 
funds for school board operations in the form of General Legislative Grants on the 
basis of enrolment and taking account of the property tax base. In 1990, the 
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province contributed around 42% of total school board operating expenditure; if 
provincial contributions to teachers’ pensions and school capital are included, and 
school board expenditure restricted to that approved by the government, this rate 
would rise to about 57%. School boards levy property taxes in order to fund the 


difference between their expenditures and provincial grants. 


The educational groups appearing before the Committee echoed the comments 
made by representatives from universities and colleges, that funding of the 
education system is vital, not only to maintain the principles of the right to 
education and equality of educational opportunity, but also to maintain and 
enhance the province’s future prosperity. As the Ontario Teachers’ Federation 
(OTF) stated, a literate, educated workforce is this province’s greatest asset and 


the key to economic regeneration. 


The increase in grants to school boards in 1992-93 should at least match the rate 
of inflation, according to the Ontario Secondary School Teachers’ Federation 
(OSSTF). The Ontario English Catholic Teachers’ Association (OECTA) and the 
Ontario Public School Teachers’ Federation (OPSTF) went further, suggesting that 
the grants should increase by inflation plus one to two percent. The Ontario 
Public School Trustees’ Association (OPSTA) also recommended that flat grants 
be terminated and the amount included in the grant ceiling. Together with 
OECTA, they suggested that grant ceilings should be raised in order to promote 
more equitable access to education dollars. Several groups, such as the Ontario 
Separate School Trustees’ Association (OSSTA), requested that the timing of the 
General Legislative Grants payments be changed to a more realistic schedule and 
that the practice of holding back a percentage until the end of the year be 


eliminated. 


Finally, the Ontario Public School Boards’ Association (OPSBA) pointed out that 
school boards cannot assume new responsibilities for provincially mandated 
programs without new revenue for implementation. In particular, the government 


was requested to restore the allocation to the pay equity fund and to make these 
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funds available as soon as possible to address the costs of implementing pay 
equity. The OPSBA would also welcome some guidelines on public sector wages, 


though most other groups opposed any form of wage controls. 


There was some difference of opinion on the issue of capital support. The OTF 
suggested that, while there is need for capital improvements and additions, some 
capital allocations could be delayed during the current budget crisis. The Ontario 
Public School Teachers’ Federation advocated maintaining the current level of 
capital support, while OPSBA urged consulting on and revising the criteria for 
capital grant allocations. They also recommended increasing capital grant levels 
in a variety of ways, such as restoring the level of support to 75% where lot 
levies are not a realistic funding mechanism, and amending the Capital Grant Plan 


annually to reflect the current construction price index. 


Excellence in education is not only achieved through the education system itself 
but also by funding social programs adequately. The Ontario English Catholic 
Teachers’ Association believes this to be necessary in order to achieve the goal of 
a well educated, healthy citizenry. The Federation of Women Teachers’ 
Associations of Ontario (FWTAO) focused on the impact of poverty on children, 
not only in terms of health but on educational achievement. Poor children who 
are inadequately nourished, clothed or housed have more difficulty in learning and 
are less likely to complete school and attain higher education. They recommended 
provincial funding for a number of programs, such as school meals, increased 
low-cost housing and health professionals in the schools, as well as coordination 
and integration of health and social services for children in the community, as 
ways to help alleviate the effects of child poverty. Over the long term, the 
government should work towards eliminating poverty and maintain its commitment 
to job creation, an increased minimum wage and income supplementation for the 


working poor. 


Reform of the taxation system, including education finance, by the Fair Tax 


Commission was welcomed, though FWTAO argued that financing under the 
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present system should be maintained at adequate levels while the review is in 
process. The reform should proceed with a view to shifting funding from 
property taxes to a more progressive tax base, according to groups such as the 
OSSTF. The government was urged to ensure that the true cost of education was 
captured in its financing and that the system be rebuilt to ensure equity of 
outcomes for all the children in the province. When debating how to finance 
education needs, the OSSTF suggested that the government consider debenturing 
by school boards, phasing in a minimum corporate income tax, and eliminating 


the duplication of services. 


The OTF, FWTAO and others stressed the importance of integrating and 
coordinating health and social services provided for children. A clearer definition 
of the role and relationship of schools in the delivery of these services would 
result in greater efficiency. There was also a need for coordination within the 
education system itself, and some groups suggested that a series of financial 
incentives would encourage boards to cooperate. A specific example is the 
integration of busing between school boards; one solution suggested by OECTA 
was that each municipality should have a commission that would organize busing 


for all school boards. 
The Committee ’s recommendations: 


15. The government should make poor children one of its priorities. Short-term 
and long-term solutions include: 


e The province should push for a substantial increase in low-cost and 
non-profit housing. 


e . There should be provincial recognition that child poverty is part of 
“the feminization of poverty,” and government action is required on: 


a) accessible, affordable childcare; 

b) ‘fully enforced pay equity; 

c) mandatory affirmative action; and 

d) better training opportunities for women. 


16. 


ih 


18. 


19. 


20. 


21, 


22 


a 
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The government should continue to press the federal government to remove 
the caps in federal transfers to the provinces, and Ontario should seek the 
support of the other provinces for this increase. 


There should be greater transparency on the part of the Ministry of 
Education in explaining its allocation decisions. 


The government should clarify the status of adults in Ontario high schools to 
Show that they are as important for occupancy purposes as are "school age 
Students. ” 


The Committee recommends that: 


e The Ministry of Education should, through consultation, develop 
allocation criteria and these should be publicized. 


e The Ministry of Education through its regional offices should provide 
a yearly public report which sets out the criteria and rationale for 
capital funding allocations. 


The reform of the tax system should include developing another approach to 
education financing that will adequately reflect the true cost of education. 


The Fair Tax Commission should be urged to act with all dispatch to ensure 
that property tax reform proceeds as quickly as possible, with a view to 
Shifting more of the burden of funding local education to the progressive tax 
base. 


The Committee would like to stress the importance of coordination and 
integration of health and social services presently available to poor children, 
families, communities and schools. The province should consider: 


° community-based programs to involve and educate parents and 
teachers about drugs, child abuse, etc. 


e coordination and an increase in special services, such as speech and 
counselling, 


e integration of child care, before and after school latch key, breakfast 
and lunch programs; 


e cooperation between pre-school, elementary, secondary and post- 
secondary in use of resources and expertise; and 


e coordination and sharing of recreational facilities. 


The government should analyze the potential savings from a comprehensive 
integration of children’s services. 
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24. The Committee would raise one suggestion to avoid duplication in busing 
and it is to have a commission in each municipality that would organize 
busing for all school boards. 


25. The Treasurer should implement a series of incentive grants that will 
encourage boards to cooperate in the utilization of facilities and in the 
provision of services to the maximum extent possible. 


HOSPITALS 


The costs of health care have been an issue of rising concern over the last few 
years. In 1991-92 capital and operating expenditures by the Ministry of Health 
represented 32% of the provincial budget. In the current year, $7,285 million 
was transferred to hospitals, according to the Ministry of Treasury and 
Economics. The province provides operating grants to 225 hospitals which cover 
approximately 85% of their expenditures; about three-quarters of these payments 
are related to salaries and wages. In addition, the Ministry of Health generally 


funds two-thirds of hospitals’ capital costs. 


The relationship between the government and health care is being altered, with the 
government changing from an insurance role to stronger management through 
tighter fiscal controls. There is also the desire to move from institutional to 
community-based health care. The relationship between physicians and the 
government has been renegotiated and there is more control of drug expenditures 


and out-of-province health insurance payments. 


There has been much discussion about the need for cooperation and partnership 
between the government and health care providers in controlling expenditures and 
remodelling the system. Hospitals, while willing to participate, have expressed 
frustration at the lack of direction and collaborative planning from the 


government. The Ontario Hospital Association (OHA) stated: 


The difficulty, from the standpoint of the OHA and its 
hospitals, is that for several years now, we have been in 
holding pattern. Hospitals are willing, indeed they are 
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anxious to take an active part in reshaping the system, but 
Clear direction from the government is needed. 


According to the OHA, the hospital sector needs an increase of 8.61%, or $630.7 
million, to maintain the current level of hospital services. This does not include 
collective agreements, representing 60% of staff, that are yet to be negotiated. 
The Ontario Public Health Association (OPHA), on the other hand, argued that 
the whole health care system needs to be reconfigured away from medical models 
based on sickness and towards community health that is based on wellness and 
sickness prevention. The OPHA advocated reducing overall institutional and drug 
benefit program costs by 3% in 1992-3, saving $312.4 million. The reductions 
should be made in the context of relevant community need and additional money 
should be spent on programs such as full implementation of mandatory core 
programs in the Official Health Units, improved and expanded community health 
centre services and long term care reform. Furthermore, OPHA recommended 
that tobacco taxes should be increased by 3 cents per cigarette as one component 


of a strategy to reduce cigarette consumption by teenagers. 


The groups all had suggestions of ways in Which health care savings might be 
peated) The Registered Nurses’ Association of Ontario (RNAO) suggested that 
there could be a reallocation of funds away from non-patient care to direct patient 
care. For example, the purchase of non-patient vehicles and furniture and 
cosmetic building enhancements could be frozen or deferred. Together with the 
OHA and the OPHA, the RNAO pointed to eliminating the duplication of services 
as a key area for improved cost efficiency; district health councils might achieve 
coordination of services across the health care system through an expanded role. 
On the subject of user fees, the OHA indicated that there were certain user fees in 
the system at present. The OPHA were opposed to user fees in principle and 
pointed out that the use of user fees on a selective basis will result in a two-tier 
health system. Similarly, the RNAO was adamant that all Ontarians should have 
access to the appropriate level of care without a user fee but implied there may be 


some scope to charge user fees for activities beyond that level. 
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The move from institutional care to community-based care elicited comments from 
all groups. The OPHA stressed that additional expenditure on hospitals and 
physicians does not equal health care and that the community health model . 
incorporates a much broader range of health factors such as adequate food and 
shelter, clean air and water, etc. The RNAO emphasized the need for human 
resources planning to ensure that patients received the quality health care from 
caregivers with the appropriate skill and education and in the most realistic 
setting. Furthermore, the move towards community health will result greater 


autonomy for the nurses involved and require higher levels of training. 


The OHA pointed out that while hospitals would cooperate in this redirection of 
health care to the community, there remained situations such as 24-hour-a-day 
care in which hospital care was more cost-effective. Hospitals are a key 
component of each community and would be prepared to oversee the operation of 
homecare programs, for example the coordination of admission and discharge of 
patients. Nevertheless, witnesses agreed that the transition from institutional to 
community-based health must be managed with care and may be expensive; the 
system must ensure that community care is in place before institutional care is 


withdrawn. 
The Committee’s recommendations: 


26. The Committee supports changes to the Public Hospitals Act which are 
currently under review that would mandate utilization management and 
strengthen hospital boards in monitoring physician practices. 


27. The Committee feels that what is required is a contemporary vision of 
accessible, portable, universal, comprehensive and publicly-administered 
medical care that is also affordable and that we can work together to create. 


28. The Committee is supportive of provincial government action to retain and 
increase federal transfer payments. 


29. The government’s policies for the redirection of long term care and support 
services need to be clarified. 


30. 


mp 


a2. 


Ske 


34, 


4). 


17 


The Committee is of the view that there is a need for more direction and 
collaborative planning, rather than arbitrary directives to stay within 


budget. Hospitals must be willing to take an active part in reshaping the 


System. 


The Committee feels that there should be more coordination to avoid 
duplication of services by various players in the health care system. District 
health councils have been providing coordination but the number of players 
involved could be expanded. — 


The government should consider that the health care system needs to be 
reconfigured, away from medical models and towards community and public 
health. 


The Committee is of the opinion that all Ontarians should have access to the 
appropriate level of care without a user fee. There may be activities beyond 
that level which individuals can elect to receive. 


The Ministry of Health should investigate the creation of criteria for the 
establishment of Boards of Hospitals that will reflect the changing nature of 
the work force in the hospital and create greater accountability. 

The Ministry of Health should investigate the cost-saving potential of 
decentralizing the decision making process of the hospitals. (This should 
include the closer cooperation of Fiscal Advisory Boards and the Boards of 
Directors of the hospitals). ; 


10. 
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LIST OF RECOMMENDATIONS 


The province should proceed with reforming and disentangling provincial- 
municipal financial relations. In particular, two areas need to be addressed 
urgently: 


e social services, especially general welfare assistance; and 


e local boards and agencies, such as police services boards, that lack 
direct political accountability to the electorate. 


Recognizing that it may be some time before the full results of the 
disentanglement process are implemented, all decisions which have an 
impact on municipalities and/or provincial-municipal cost-sharing should be 
linked to the disentanglement process. 


Municipalities should consult with the province to address the growing cost 
of government, in particular for coSt-shared Services. 


The province should show leadership in establishing responsible public 
sector wage Settlements. 


The government should take into account that unilaterally cutting municipal 
transfer payments Shifts the tax burden on to the property tax base which is 
a far more regressive and inferior method of taxation. Property taxes are 
inappropriate for funding many of the demands on municipalities. 


The announcement of transfer payments should be made as early as possible 
this year, and by November 15 in subsequent years. 


The government should reaffirm its commitment to a high quality, fully 
accessible post-secondary education system. This goal has been difficult to 
attain as operating grants for post-secondary education have continued to 
decline relative to GDP growth. 


It is essential that Ontario fund its universities adequately; it cannot afford 
the economic and social costs associated with an inadequately educated 
population. Economists write that a high level of education and Skills is 
vital for economic growth and prosperity; education may be the single most 
important determinant of economic growth in the developed world. 


The government should pursue a multi-year financial plan for its 
universities. 


The government should pursue fair share taxation and measures such a 
minimum corporate tax and a speculation tax as ways of addressing 
underfunding. 


td, 


IPs 
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The government should consider that colleges have a significant role to play 
in meeting the challenge of moving towards a high technology, high value- 
added economy. As the demand for post-secondary education and training 
increases, particularly during the current period of restructuring, the present 
funding approach should be re-examined and changed. 


The government should assist in alleviating the funding problems, as 
colleges are seeking the maximum flexibility to be as entrepreneurial and 
creative as possible, for example in accessing revenue or moving money 
between different categories. 


The relationship between colleges and the Ontario Training and Adjustment 
Board should be coordinated with care to avoid fracturing the training 
culture. 


The government should consider that colleges would need an increase in 
grants around eight percent to cover actual costs but are expecting an 
increase in the range of zero to two percent according to the Ontario 
Council of Regents. . 


The government should make poor children one of its priorities. Short-term 
and long-term solutions include: 


e The province should push for a substantial increase in low-cost and 
non-profit housing. 


e There should be provincial recognition that child poverty is part of 
"the feminization of poverty,” and government action is required on: 


a) accessible, affordable childcare; 

b) fully enforced pay equity; 

C) mandatory affirmative action; and 

d) _ better training opportunities for women. 


The government should continue to press the federal government to remove 
the caps in federal transfers to the provinces, and Ontario should seek the 
support of the other provinces for this increase. 


There should be greater transparency ‘on the part of the Ministry of 
Education in explaining its allocation decisions. 


The government should clarify the status of adults in Ontario high schools to 
show that they are as important for occupancy purposes as are “school age 
Students." 
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The Committee recommends that: 


e The Ministry of Education should, through consultation, develop 
allocation criteria and these should be publicized. 


e The Ministry of Education through its regional offices should provide 
a yearly public report which sets out the criteria and rationale for 
capital funding allocations. 


The reform of the tax system should include developing another approach to 
education financing that will adequately reflect the true cost of education. 


The Fair Tax Commission should be urged to act with all dispatch to ensure 
that property tax reform proceeds as quickly as possible, with a view to 
Shifting more of the burden of funding local education to the progressive tax 
base. 


The Committee would like to stress the importance of coordination and 
integration of health and social services presently available to poor children, 
families, communities and schools. The province should consider: 


e community-based programs to involve and educate parents and 
teachers about drugs, child abuse, etc. 


e coordination and an increase in special services, such as speech and 
counselling, 


e integration of child care, before and after school latch key, breakfast 
and lunch programs; 


e cooperation between pre-school, elementary, secondary and post- 
secondary in use of resources and expertise; and 


e coordination and sharing of recreational facilities. 


The government should analyze the potential savings from a comprehensive 
integration of children’s services. 


The Committee would raise one suggestion to avoid duplication in busing: to 
have a commission in each municipality that would organize busing for all 
school boards. 


The Treasurer should implement a Series of incentive grants that will 
encourage boards to cooperate in the utilization of facilities and in the 
provision of services to the maximum extent possible. 
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The Committee supports changes to the Public Hospitals Act which are 
currently under review, that would mandate utilization management and 
strengthen hospital boards in monitoring physician practices. 


The Committee feels that what is required is a contemporary vision of 
accessible, portable, universal, comprehensive and publicly-administered 
medical care that is also affordable and that we can work together to create. 


The Committee is supportive of provincial government action to retain and 
increase federal transfer payments. 


The government’s policies for the redirection of long term care and support 
services need to be clarified. 


The Committee is of the view that there is a need for more direction and 
collaborative planning, rather than arbitrary directives to stay within 
budget. Hospitals must be willing to take an active part in reshaping the 
system. 


The Committee feels that there should be more coordination to avoid 
duplication of services by various players in the health care system. District 
health councils have been providing coordination but the number of players 


_ involved could be expanded. 


The government should consider that the health care system needs to be 
reconfigured, away from medical models and towards community and public 
health. 


The Committee is of the opinion that all Ontarians should have access to the 
appropriate level of care without a user fee. There may be activities beyond 
that level which individuals can elect to receive. 


The Ministry of Health should investigate the creation of criteria for the 
establishment of Boards of Hospitals that will reflect the changing nature of 
the work force in the hospital and create greater accountability. 


The Ministry of Health should investigate the cost-saving potential of 
decentralizing the decision making process of the hospitals. (This should 
include the closer cooperation of Fiscal Advisory Boards and the Boards of 
Directors of the hospitals). 
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LIBERAL CAUCUS SUBMISSION TO THE STANDING COMMITTEE ON FINANCE 
AND ECONOMIC AFFAIRS -- INTERIM REPORT ON THE MUSH SECTOR 


The Treasurer’s presentation, on December 19, 1991 to the Standing Committee on Finance 
and Economic Affairs, was significant for its juxtaposition of two elements critical to the 
stability of the MUSH sector. The Treasurer: 


1. confirmed that the province’s municipalities, hospitals, universities and school boards 
would have to wait until the new year -- a potential delay of six to eight weeks -- for an 
indication from the government regarding the level of financial support to be transferred in 
the 1992 fiscal year and beyond; and, 


2. indicated that a basic restructuring of the MUSH sector, its programs and its priorities is 
essential to managing the "historically high" deficit. 


The Liberal Caucus regrets the delayed MUSH announcement most particularly for the way 
in which it hinders the efforts of the government’s funding partners (municipalities, hospitals, 
universities and school boards) in planning and budgeting for the upcoming year. 


More important is the Treasurer’s public declarations that the MUSH transfers will be "very 
lean", particularly when considered in light of the basic sectoral restructuring that he feels is 
necessary to manage the government’s fiscal crisis. If the transfer payment allocations are 
significantly lowered, the government has a responsibility to provide standards and guidelines 
for municipalities, universities, school boards and hospitals which will enable them to 
respond to provincial fiscal downloading and accompanying program cuts in a way consistent 
with government priorities. In short, if transfer agencies are to be required to cut their 
budgets, the province has an obligation to tell them what to cut. 
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List of Witnesses 


APPENDIX B 


LIST OF WITNESSES 


From the Ministry of Treasury and Economics 

Bryan Davies, Deputy Minister 

Phyllis Clark, Assistant Deputy Minister and Chief Economist, Office of Economic Policy 
Tony Salerno, Director, Fiscal Planning Policy Branch 


Alan Puttee, Director, Intergovernmental Finance Policy 
Steve Dorey, Assistant Director, Macroeconomic Analysis and Policy 


From the Ontario Confederation of University Faculty Associations 
Bill Graham, President. 
From the Ontario Federation of Students 


Asha Bhat, Director of Communications 
Yves LaCroix, Treasurer 


From the Council of Ontario Universities 

Peter George, President | 

Brian Seagal, Chair of the Board and President of the University of Guelph 
From the Confederation of Ontario University Staff Associations 


Barbara Johns, President 


From the Association of Municipalities of Ontario 


Helen Cooper, President and Mayor of Kingston. 


From the Municipal Finance Officers Association 


Jo Rinaldo, Commissioner of Finance and Treasurer, Halton Region 
Mike Trojan, Director of Finance and Treasurer, Niagara Region 


From the Ontario Teachers Federation 


Ron Poste, President 


From the Ontario Public School Teachers Federation 


Gene Lewis, President 


From the Ontario Secondary School Teachers Federation 


Liz Barkley, President 
Larry French, Legislative Researcher 


From the Ontario English Catholic Teachers Association 


Michael Coté, President 


From the Federation of Women Teachers’ Associations of Ontario 


Margaret Dempsey, President 


From the Ontario Public Health Association 

Ruth O’Donnell, President 

Audrey Danaher, Chair, Public Policy and Resolution Committee 
Peter Elson, Executive Director 

From the Ontario Hospital Association 

Dennis Timbrell, President 

Brian MacFarlane, Chairman-elect 


From the Registered Nurses Association of Ontario 


Joan Edwards, Chairperson, Finance Committee 


From the Ontario Public School Boards Association 


Paula Dunning, President 

Gayle Neiberg, Trustee and Vice-President 

Karen Redman, Trustee and Vice-President 

Penny Moss, Executive Director 

Ron Sutz, Superintendent, Northumberland/Newcastle 
Beverly Allen, Director of Legislation 


From the Ontario Separate School Trustees Association 
Betty Mosely-Williams, President 

Jim Sherlock, Past-President 

From the Colleges of Applied Arts and Technology 
Richard Johnston, Chairman, Council of Regents 


Keith McIntyre, Chairman, Council of Presidents 
Peter Milner, Member, Council of Governors 
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STANDING COMMITTEE ON FINANCE AND ECONOMIC AFFAIRS 


EXHIBIT NO. 


EXHIBIT NO. 


EXHIBIT NO. 


EXHIBIT NO. 
EXHIBIT NO. 


EXHIBIT NO. 
EXHIBIT NO. 


EXHIBIT NO. 


EXHIBIT NO. 


EXHIBIT NO. 


1992 PRE-BUDGET CONSULTATIONS 


1/04/001 


1/04/002 


1/04/003 


1/04/004 


1/04/005 


1/04/006 


1/04/007 


1/04/008 


1/04/009 


1/04/010 


EXHIBITS 


MINISTRY ~ GE... TREASURY. AND 
ECONOMICS: Presentation entitled "Part I: 
Ontario’s Economic Outlook: 1991-1992 and 
Medium Term”. 


MINISTRY OF TREASURY AND 
ECONOMICS: Presentation entitled "Part II: 
Fiscal Environment and Overview of Major 
Transfers”. 


ONTARIO CONFEDERATION OF 
UNIVERSITY FACULTY ASSOCIATIONS: 
Submission regarding Pre-Budget Consultations. 


ONTARIO FEDERATION OF STUDENTS: 
Submission regarding Pre-Budget Consultations. 


COUNCIL OF ONTARIO UNIVERSITIES: 
Brief regarding Pre-Budget Consultations. 


ASSOCIATION OF MUNICIPALITIES OF 
ONTARIO: 1992 Pre-Budget Consultation 
Brief. 


MUNICIPAL FINANCE OFFICERS’ 
ASSOCIATION OF ONTARIO: _ Pre-Budget 
Submission. 


ONTARIO TEACHERS’ FEDERATION: 
Submission on the 1992 Ontario Budget. 


ONTARIO PUBLIC SCHOOL TEACHERS’ 
FEDERATION: Submission with respect to the 
1992 Budget. 


ONTARIO SECONDARY SCHOOL 


EXHIBIT NO. 


EXHIBIT NO. 


EXHIBIT NO. 


EXHIBIT NO. 


EXHIBIT NO. 


EXHIBIT NO. 


EXHIBIT NO. 


EXHIBIT NO. 


EXHIBIT NO. 


1/04/011 


1/04/012 


1/04/013 


1/04/014 


1/04/015 


1/04/016 


1/04/017 


1/04/018 


1/04/019 


TEACHERS’ FEDERATION: Submission on 
the Pre-Budget Consultation Process entitled 
"Meeting the Challenge in Educational Funding 
in Tough Times". 


ONTARIO ENGLISH CATHOLIC TEACHERS 
ASSOCIATION; Brief on the 1992 Ontario 
Budget. 


FEDERATION OF WOMEN TEACHERS’ 
ASSOCIATIONS OF ONTARIO: Statement for 
the 1992 Pre-Budget Consultation. 


ONTARIO PUBLIC HEALTH ASSOCIATION: 
1992/93 Budget Brief. 


ONTARIO HOSPITAL ASSOCIATION: 
Presentation regarding Pre-Budget Consultations. 


REGISTERED NURSES’ ASSOCIATION OF 
ONTARIO: Submission on Pre-Budget 
Consultation Hearings. 


ONTARIO SEPARATE SCHOOL TRUSTEES’ 
ASSOCIATION: Brief regarding Pre-Budget 
Consultations. 


ONTARIO PUBLIC SCHOOL BOARDS’ 
ASSOCIATION: Presentation entitled "Funding 
Our Education System in the 1990’s". 


ASSOCIATION OF COLLEGES OF APPLIED 
ARTS AND TECHNOLOGY OF ONTARIO: 
Presentation regarding Pre-Budget Consultations. 


LEGISLATIVE RESEARCH SERVICE: 
Summary of Recommendations Pre-Budget 
Consultations 1992: Transfer Partners 
(Municipalities, Universities, Colleges Schools 
and Hospitals). 
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INTRODUCTION 


The Standing Committee on Finance and Economic Affairs is pleased to present 
its final report containing recommendations and comments about the economic and 


fiscal priorities of the province for the 1992 Ontario budget. 


The Committee’s pre-budget consultation process began in the fall of 1991 with 
presentations from the province’s principal transfer recipients, the MUSH sector 
(municipalities, universities, colleges, schools, and universities). These hearings 


resulted in the release of an interim report by the Committee in January 1992. 


As in previous years, the Committee invited presenters from banks, consulting 
firms and related organizations who provided economic projections for the 
province over both the short and the long-term. The Committee heard 
submissions from the TD Bank, the Royal Bank of Canada, the CIBC, the 
Conference Board of Canada, Informetrica, Nomura Canada, DRI/McGraw-Hill, 


and WEFA on January 29 and 30. 


A second set of hearings from February 10 to 12 brought presentations from a 
variety of interest groups. Twenty appeared before the Committee, while others 
made written submissions only. Witnesses for this section of the consultation 


process were invited by the three party caucuses. 
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THE ECONOMY 
Current Situation 


Ontario’s open and diversified economy has been greatly affected by the recent 
recession. While forecasters feel the worst may be over and that there will be 
growth in the years ahead, the recovery will be slow. There is general agreement 
that the peak in the mid to late 1980s was an aberration and may have added to 


the negative impact of the downturn that followed. 


The effects of the recession have been widespread. According to information 
provided by the Royal Bank, Ontario is the only jurisdiction to experience a 
decline in real GDP two years in a row (1990 and 1991), when compared to 
others provinces. Employment fell over the same time period and Informetrica 
told the Committee that unemployment rose to approximately 9.7% by the end of 
1991. The vital manufacturing and construction sectors have suffered heavily. 
Retail sales have declined and the service sector has experienced modest losses. 
The TD Bank reported that business bankruptcies rose by nearly 30% last year; 
the national increase was 18%. The TD also told the Committee that provincial 
exports fell from the first 10 months of 1990 to the first 10 months of 1991. 
Activities in the tourism and hospitality sector have been affected by a drop in 


domestic travel and in the number of visitors from abroad. 


Many internal and external factors have been cited as working against a rapid 
economic recovery. Forecasters appearing before the Committee made reference 
to federal and provincial fiscal and-monetary policies. The high Canadian dollar 
and high interest rates have dampened consumer and business confidence. 
Declines have also been seen in exports, imports and corporate profits. The 
introduction of the GST in January 1991 has had a further impact on sales as have 
lower tariffs resulting from the free trade agreement. The rise in cross-border 


shopping is both an out-growth and a cause of the current situation. 
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The Committee heard the United States described as the engine of growth for 
Ontario’s manufacturing. It too is making a slow recovery from the recession. 
References were made to downward revisions to growth rates. Concerns were 


also expressed about problems in the American financial system. 


Forecasters such as Informetrica and the Royal Bank provided the Committee with 
information that compared Canada’s economic performance with that of other 
members of the G-7 group of countries. All jurisdictions have been experiencing 
difficulties. Of particular interest to many is the fact that the powerful economies 
of Germany and Japan are now coming to grips with what Canada and the United 


States went through a year ago. 
Cyclical vs Structural Change 


Most of the forecasters who appeared before the Committee compared the recent 
recession to that of the early 1980s. While some said there was little difference, 
others felt that Ontario had suffered more than the other provinces in the recent 
downturn. They pointed to an increased number of permanent layoffs, plant 
closures and relocations to the United States. Nomura Canada told the Committee 
that the recent impact on profits has been twice as severe as it was in the early 


1980s and that the decline has been centred in Ontario and Quebec. 


A number of presenters made reference to the degree of public pessimism during 
the two recessions. They felt it was higher today than 10 years ago for both real 
and imagined reasons. Members of the Committee expressed concerns about the 
psychological effects the most recent recession has had on consumers and 


businesses alike. 


Despite the differences over degrees of severity, there was general agreement that 
the Ontario economy is going through a process of structural as opposed to 
cyclical change. This is most evident in the manufacturing sector where Ontario, 


like other jurisdictions, is experiencing job losses, downsizing and closures. 
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Structural factors are of a longer-term nature than cyclical factors such as interest 
rates and housing prices. The Royal Bank suggested that there are six structural 
factors at play: globalization, including the free trade agreement; deregulation and 
privatization, both at home and abroad; low commodity prices; an international 
focus on price stability; costly adjustments due to environmental considerations; 


and price changes resulting from the GST. 


In. order to successfully deal with these ongoing changes, Ontario and Canada 
must remain competitive. According to DRI/McGraw-Hill, our competitiveness 
relative to the United States has deteriorated since the mid 1980s. The exchange 
rate, wage increases that have grown ahead of productivity, slow productivity 
growth, and increases in such non-wage costs as pension plans and unemployment 


insurance, were cited as influencing factors. 


While the TD Bank agreed that there was a need for improved productivity, 
slower wage growth and a drop in the Canadian dollar, it felt that productivity and 
efficiency were already improving. The second phase of the process is to find 
new areas in which to compete. However, according to the Conference Board of 
Canada, there will be little increase in cost savings through the replacement of 


labour by more efficient capital equipment in 1992. 
The Future 


The eight forecasting organizations which made presentations to the Committee 
provided short and long-term economic projections for Ontario. The projections 
for a selected number of variables are found in Table 1. This table also includes 
projections for 1992 to 1995 made by the Ministry of Treasury and Economics in 
the document Ontario Fiscal Outlook: Meeting the Challenge, released in January 
1992. 


Real growth projections for 1992 range from 1.7% to 4.8% (which may be 
revised), with most at 3% or above. Many felt growth will be sluggish until the 


Pe) 


TABLE 1 


ECONOMIC PROJECTIONS FOR ONTARIO: 
SELECTED VARIABLES - JANUARY 1992 


Real Growth 
% change 
1993 


Unemployment 
% 
1993 


Employment 
% change 
1993 


CPI/Inflation Housing Starts 
% change (‘000s of unrs) 
1993 1994 1995 {1992 1993 1994 


1994 1995 |1992 1994 |1992 1994 1995 |1992 


Ministry of 
Treasury & Economics 


TD Bank 71.9 76.5 81.4 


Conterence Board 
of Canada 


Intormetnca 


ORI/McGraw-Hill 


Royal Bank of Canada 


Sources: Presentations to the Standing Committee on Finance and Economic 
Affairs, January 1992; and Ontario, Ministry of Treasury and 


Economics, Ontario Fiscal Outlook: Meeting the Challenges 
(Toronto: The Ministry, January 1992), p. 4. 
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second quarter when the housing market is expected to come to life and consumers 
start to feel the effects of lower interest rates. The upcoming federal and 
provincial budgets will also have roles to play. A number of witnesses referred to 
the continuing constitutional debate and the uncertainty of its impact on the 
economy. Much depends on international developments, particularly in the United 
States. The recovery there may be stalled until the second half of 1992. As the 
American economy improves, exports will increase, most notably in the auto 


sector. Further growth is forecast for 1993 to 1995. 


The Royal Bank is forecasting a 2.5% change in employment for 1992. The TD 
Bank does not see a noticeable increase until 1993. ‘Unemployment appears to 
remain in the 9 to 10% range through 1992, with some projecting rates of less 
than 9% in 1993. Much will depend on how the manufacturing sector responds to 
the aftereffects of structural change both at home and abroad. Many forecasters 


emphasized the need for job training so that Ontario can remain competitive. 


Inflation projections for 1992 range from 2.0% to 2.9%. Forecasts in the years 
following rise to as high as 3.6% in 1994. Time will tell if low rates of consumer 
and business confidence will lead to any advantages being taken of the Bank of 


Canada’s tight monetary policy. 


Housing starts in 1991 were estimated to be in the mid 50,000s. The 1992 
projections found in Table 1 show tremendous growth in this area. Only the 
CIBC sees little change. This trend is seen as continuing through to 1994 by the 
TD Bank. 


The issue of Ontario as a place to invest was a popular topic with forecasters and 
members of the Committee. Many of the former expressed concern that the 
province was no longer seen 4s a favourable destination for investment funds 
because of the budget deficit and government policies. Others shared these 
concerns but felt that Ontario’s advantages would outweigh any doubts about the 
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future. Reference was made to our highly skilled labour force, our geographic 


location and our place as the financial centre of the country. 
ECONOMIC AND FISCAL POLICIES 


The province’s economic and fiscal policies generated presentations to the 
Committee by a number of private sector organizations. Three umbrella groups, 
People Against the NDP Budget (PANB), Project Economic Growth (PEG) and 
the All Business Coalition (ABC), expressed common concerns about the need for 


a positive business climate that encourages investment and generates jobs. 


With specific respect to fiscal policies, PANB and the Canadian Manufacturers 
Association (CMA): recommended a balanced budget and a reduced deficit. 
PANB also recommended a public sector wage freeze. The ABC sees the 
mounting debt load and the deficit as impediments to progress. The Ontario 


Restaurant Association (ORA) expressed similar sentiments. 
Capital Spending 


Strong support was expressed for government spending on infrastructure and the 
jobs it would create. Witnesses suggested that funds be directed towards 
highways, municipalities and homes for the aged. The CMA and PEG both 
approved of the concept. Despite their support though, they felt that now was not 
the time to increase the government’s allocation to capital spending and that these 


programs had a limited impact on the economy. 
Government Services 


The provision of government services led to a number of comments. Witnesses 
from the private sector recommended privatization, reduced operating costs, limits 
on discretionary programs, and productivity levels that matched those in 


manufacturing. The Ontario Association of Non-Profit Homes and Services for 
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Seniors (OANHSS) felt a decrease in bureaucracy would rationalize and speed up 


the capital approval process. 
Taxation 


The issue of taxation provoked a tremendous response from those making 
submissions to the Committee. Some made general comments about effects on 
economic recovery, investment, and research and development. Many more made 


reference to specific taxes. 


The Ontario Chamber of Commerce (OCC) and the CMA recommended that the 
provincial sales tax be harmonized with the federal GST. The ABC felt that a 
housing sales tax holiday would act as a stimulus to production in much the same 


way as a Similar initiative in the automotive sector did several years ago. 


Unemployment in the construction industry is expected to be over 30% by March 
of this year. A record number of bankruptcies took place in 1991, twice the 
number in other industrial sectors. The Council of Ontario Construction 
Associations (COCA) recommended a cut in the corporate tax rate for its industry 


and for small businesses. 


The CMA did not believe in the need for an additional corporate tax. It 
encouraged the government to make capital tax creditable against corporate tax. It 
also suggested that Ontario would become more competitive with other provinces 
if there ceased to be a tax on scientific research and experimental development 


investment tax credits from other jurisdictions. 


The Ontario Federation of Agriculture (OFA) and the Council for a Tobacco-Free 
Ontario (CTFO) presented opposing views on the subject of tobacco taxes. The 

CTFO recommended an increase in the tax applied to cigarettes. The OFA asked 
that the government consider the fairness of an increase in taxation on the sales of 


tobacco and wine products that would increase the hardships presently faced by 
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those two industries. The CTFO also recommended the implementation of 
effective anti-smuggling measures as part of the Provincial Tobacco Control 
Strategy and assistance to neighbouring states in the development of a better policy 


on tobacco taxation. 


Ontario’s food and beverage service sector employs more than 234,000 people, 
many of them women, visible minorities and the young. It has been dramatically 
affected by developments over the past few years. Real sales declined by over 
18% in 1991. The number of bankruptcies in 1990 was over 85% higher than in 
1989. The Ontario Restaurant Association (ORA) recommended the elimination 
of the gallonage tax applied to licensees and a reduction of the alcohol tax applied 


in licensed establishments from 10% to 8%. 
GOVERNMENT-BUSINESS RELATIONS 


The current state of government business relations prompted comments from a 
number of business groups. Some made specific reference to what they 
considered a lack of consultation with business over the proposed reform of the 
Labour Relations Act. The OCC considered that situation a symptom of a 
problem with the broader consultation process. The Ontario Home Builders’ 
Association (OHBA) expressed dissatisfaction with the group dialogues that seem 


to have replaced individual meetings with officials and politicians. 


Many groups offered suggestions for facilitating more productive relations. The 
ABC asked the Committee to develop proposals that would encourage business, 
government and labour to work together. PEG suggested that there be an ongoing 
forum established that would provide the government with advice from Ontario 
businesses on the open and effective management of government expenditures. 
The Ontario Pharmacists Association (OPA) recommended the creation of a joint 
consultative committee made up of representatives from the Ministry of Health 
and the OPA that would be able to provide better opportunities for successful 


long-term reform of the Ontario Drug Benefit Program. 
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SECTORAL ISSUES 


Agriculture 


According to the Ontario Federation of Agriculture (OFA), the futures of many 
Ontario farmers have been threatened by several years of low commodity prices 
and the current GATT negotiations, specifically article 11 and the issue of supply 
management. While the OFA understands the government’s desire for fiscal 
restraint, it does not believe that agriculture should be a target for further funding 
cutbacks. It urges the government to look for creative and effective ways to 


increase support and investment. ~ 


The Committee heard about the need for farm credit reform and "safety net" 
programs. The members also learned that provincial farm organizations have 
been developing a farm environmental agenda. Central to their commitment to 
environmental issues is the creation of an environmental farm plan (EFP) by all 
farmers by the turn of the century. Other issues raised by the OFA included 


research, the market potential of fuel ethanol and rural development. 


In a written submission from the Ontario Pork Producers’ Marketing Board 
(OPPMB), the Committee members read that Ontario’s pork producers account for 
just under a third of total Canadian production. Despite the fact that the industry 
contributes over $1 billion to the provincial economy, international events have 
brought down prices, production and the number of producers. The OPPMB 
realizes that additional support is unlikely but asks that the government resist 
cutbacks to existing support programs. It also asks for additional support for 


genetic research in order that the industry can remain competitive. 
Energy 


An increasing number of jurisdictions around the world are privatizing their 


electricity sectors. Supporters of this trend point to environmental as well as 
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economic benefits. They include fewer inefficient fossil fuel plants, the 
elimination of nuclear power plants, better environmental regulation, and reduced 
taxes and electricity bills among these benefits. In its presentation to the 
Committee, Energy Probe stated its support for the privatization of some of 
Ontario’s electricity sector. Ontario Hydro would maintain ownership of its 


transmission system. 
Housing 


Some of the forecasters who appeared before the Committee saw an increase in 
activity in the housing industry as a major impetus to growth in Ontario. 
Following on this, the COCA recommended that joint federal/provincial housing 


assistance be provided through RSP withdrawals. 


PANB felt that the government has to extricate itself from the housing sector and 
allow the free market to govern. This would help to guarantee more affordable 
housing. The sale to the private sector of provincially-owned land deemed to be 
non-housing sites would generate revenues that could pay for additional housing 
stock. The OHBA asked there be a moratorium on changes to the Building Code. 
It also urged the government to sit down with developers and municipal officials 


to expedite the delivery of smaller sized building lots over the next 12 months. 
Trucking 


The Ontario trucking industry employs more than 200,000 people. Trucking is 
the dominant mode of freight transportation into, out of and within the province. 
The industry has been greatly affected by deregulation, the recession and higher 
taxes. Record bankruptcies were reached in 1990 and 1991, and many jobs have 


been lost. 


The Ontario Trucking Association (OTA) requested that the government consider 


providing an incentive such as an investment tax credit to reduce the cost of new 
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equipment. It also asked that consideration be given to matching or surpassing the 
accelerated depreciation allowances available to American carriers on tractors and 
trailers. New rates for 1992 and beyond should be applied to both presently 
owned and new equipment. The OTA recommended that the diesel fuel tax be 
returned to its pre-1991 budget level of 10.9 cents per litre and that the tire tax be 


eliminated. 
SOCIAL ISSUES 


- Like the private sector, social services have been greatly affected by the recession. 
Financial restraints have been put in place as demand increases. The Daily Bread 
Food Bank provided the Committee with a view of the changing face of poverty in 
Ontario. People requiring the services of food banks today are better educated 
and have been in the work force for longer periods of time. About 64% of those 
turning to food banks are families with children. People on social assistance are 


paying more of their income toward rent. 


Organizations such as the Ontario Prevention Clearinghouse (OPC) made general 
comments about social services. The OPC recommended the reallocation of 
additional resources to health promotion, preventative services and community 
development. In reference to the Social Assistance Review Committee (SARC) 
report, it also suggested the launching of opportunity planning projects for welfare 
recipients. These projects, as well as retraining and community economic 
development projects, could be developed in partnership with the private and non- 
profit sectors. The Ontario Association of Non-Profit Homes and Services for 
Seniors recommended the government provide up to 100% of previously agreed 


for funding for charitable homes for the aged. 
Child Care 


Last year the government announced initiatives that would increase spending in the 


child care service sector by $75 million and enhance wage funding for workers in 
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the non-profit child care sector by $30 million. Much of the $75 million is to be 
used to facilitate the conversion of for-profit operations to non-profit centres. The 
United Voices for Fair Treatment in Child Care (UVFTC) represents parents, 
workers and owner/operators in the for-profit sector. It told the Committee that 


both initiatives were in conflict with the viability of for-profit child care centres. 


Issues related to cost, quality, subsidization, and choice were raised in a 
presentation that included testimony from a child care worker and a centre 
owner/operator. The UVFTC asked that tax dollars be allocated toward 
improvements that would benefit the entire child care system. PANB agreed with 
the UVFTC on the issue of choice. It also felt that the province does not need 


nor can it afford a heavily subsidized, non-profit child care system. 
Children’s Services 


Children as a group are among the most vulnerable members of our society. In 
times of economic hardship, their situation is often made worse. Ontario’s 49 
Children’s Aid Societies (CASs) provide services to many of those in need, both 
in and outside the home, through times of general prosperity and restraint. The 

. most recent recession and changing societal needs have put CASs under increasing 
financial pressures. The CAS of Metropolitan Toronto saw a 68% increase in 
sexual abuse cases between 1985 and 1991. Of the children and families served 
by the Metro CAS, 83% live at or below the poverty line. Crack/cocaine was the 
reason for referral in 370 cases investigated by the Metro CAS in 1991. 


In a joint presentation of the CAS of Metropolitan Toronto and the Ontario 
Association of Children’s Aid Societies, the Committee heard current funding 
mechanisms described as irrational and out of date. According to the witnesses, 
more flexible funding arrangements would allow for the more efficient use of 
resources and provide better service to clients. They stressed the importance of 


prevention and of keeping children in a home environment for as long as possible. 
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Housing 


The Ontario Home Sharing Program has had a presence in the province since the 
early 1980s. It provides safe, affordable housing to a wide variety of clients 
including the elderly, new immigrants and those experiencing family violence. 
The Ministry of Housing began to co-fund municipal/regional programs in 1985 
through surplus funds. Program organizers are concerned about its future. They 
would like to continue to work with the Ministry and ask that it provide base 
funding for a minimum of five years at an annual cost of $900,000. (There are 


now 17 programs across the province.) 


The Ontario Non-Profit Housing Association (ONPHA) has as its mission the 
promotion of the production and management of high quality affordable housing. 
ONPHA has more than 400 members who manage over 52,00 homes for those on 
low and moderate incomes. It asked that the government continue to provide the 
funding required to develop more non-profit housing and recommended an annual 
target of 14,000 to 16,000 units. Any review of program expenditures should 
have as its objective the saving of money by restructuring delivery and design, 


and eliminating duplication. 
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' CORRIGENDUM 


The Standing Committee on Finance and Economic Affairs issued an Interim 
Report on the 1992 Pre-Budget Consultations in January of this year. This Report 
Ree recommendations and comments resulting from presentations made to 
the Committee by the province’s principal transfer recipients, the MUSH sector 
(municipalities, universities, colleges, schools and hospitals). The following 


changes should be made to that report: 


1) p. 10, para. 2 


"The Ontario Public School Trustees’ Association (OPSTA) also recommended that 
flat grants be terminated and the amount included in the grant ceiling" should read, 
"The Ontario Separate School Trustees’ Association (OSSTA) also recommended 
that flat grants be terminated..." © 


2) p, 11, paral 

"They [OPSBA] also recommended increasing capital grant levels in a variety of 
ways, such as restoring the level of support to 75% where lot levies are not a 
realistic funding mechanism, and amending the Capital Grant Plan annually to 
reflect the current construction price index" should read "OSSTA also 
recommended increasing capital grant levels in a variety of ways..." 
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NDP REPORT ON PRE-BUDGET CONSULTATION 
Finance and Economic Affairs 


The significant challenges facing Ontario and its government were outlined in 
the Fiscal Outlook document released by the Treasurer on January 21, 1992. The 
prospects of slow economic growth, greater demand for services, and reduced 
provincial revenues have increased the overall challenge for the government to 
provide economic leadership while at the same time being fiscally responsible. 
However, these challenges can be turned into opportunities through creativity, 
innovation, and even greater levels of co-operation among the different partners of 
the government. The committee was encouraged by the thoughtfulness 
and understanding of the issues that was evident in many of the presentations. 


AGRI RE 

The agricultural sector suffered tremendously during 1991 and can only hope 
that 1992 will be better. Exceptionally low commodity prices, uncertainty as the 
result of the GATT negotiations, and continuing high debt loads make farming an 
on-going struggle. 

The Ontario Federation of Agriculture (OFA), in its presentation to the 
committee, suggested an Interest Rate Renegotiation Program be established as "a 
positive step towards lessening the annual burden of farm debt and (that) will 
reduce the long term cost of that indebtedness." The main thrust of the program 
would be for the government to cover the cost of renegotiation fees with financial 
institutions in order to take advantage of lower interest rates. The reduction of 
overall debt loads and debt financing costs would provide more stability to the 
industry and free up more dollars to be spent in the local community. 


Recommendation 1 

The Committee recommends that the Ministry of Agriculture and Food, in 
conjunction with the Ministry of Treasury and Economics, examine the feasibility of 
an Interest Rate Reduction Program that would cover renegotiation fees of family 


farmers' long-term debt. 


HEALTH 

While the committee heard from various health representatives during its 
hearings on the MUSH sector, there were certain elements that did not receive 
much attention. The Ontario Drug Benefit Plan was one of those areas. The Ontario 
Pharmacists Association presentation was helpful in gaining a better understanding 
of the issues related to the use and delivery of pharmaceutical drugs. 

Since most of the health issues were covered in the earlier set of consultations, 
there are no formal recommendations on this topic. However, it is important to 
reiterate the necessity of getting a handle upon overall health care costs and 
reducing the rapid growth in costs that occurred during the 1980s. Continuing the 
dialogue with all the partners involved in health care will lead to a more efficient 
and effective system that is affordable and accessible. 


HOUSING 


The housing sector promises to be the brightest area of the economy for 1992. 
There was a consensus among forecasters that new housing starts would be strong 
this year. Lower interest rates and housing prices, along with the change to a 5% 
down payment from 10%, are all positive factors in helping to stimulate the 
housing market. Implementing the proposal to use RRSP contributions to buy or 
renovate a house would give a further boost to the housing sector. The use of RRSP 
funds would be just as effective as the move to reduce the down payment to 5%. 
The housing sector is a most appropriate area to focus on for providing economic 
renewal because of the quickness in which housing has a ripple effect on the 
economy. 


Recommendation 2 
The federal government should allow the use of RRSP funds to be used for first 


time home buyers or for renovations to a home. 


The non-profit housing sector also continues to play an integral role in economic 
and social development. The significant number of non-profit units that were 
approved and built during 1991 provided much needed construction jobs in the 
private sector while increasing the supply of affordable housing available to an ever 
growing number of families effected by the recession. 

With the private housing market recovering this year, there might be an 
expectation that the government reduce its commitment to the non-profit housing 
sector. However, the continuing high unemployment rate clearly indicates the need 
for affordable housing will not be diminishing this year. The low interest rates and 
low construction cost per unit make it an ideal time for building more non-profit 
units. 


Recommendation 3 
The government maintain a commitment to building a significant number of 
non-profit housing units during the 1992-93 fiscal year. 


Like any other area of government expenditures, non-profit housing should be 
examined to find ways to reduce the overall expenditures. Under questioning, the 
Ontario Non-Profit Housing Association (ONPHA) estimated that the average 
interest rate on a mortgage for a non-profit housing project was 12%. Based on that 
figure, it is evident that savings could be obtained through renegotiation of many 
mortgages on non-profit housing projects. Savings should occur on mortgage, 
operating, and subsidy costs for each unit in this year and in subsequent years. 


Recommendation 4 
The Ministry of Housing renegotiate the mortgages on non-profit housing units 
that are above the current rate of interest on new non-profit housing units. 


SOCIAL SERVICES 
The social services area is clearly the one that has been hit the hardest by the 


recession. The tremendous growth in the need for services has been unprecedented 
in 40 years. This increased need has posed significant challenges on the current 
systems and brought the need for change to the forefront. However, it is extremely 
difficult to carry out social services reform at the same time that caseloads, in most 
social service areas, are at an all-time high. 


Social Assistance 

The reality of the large i increase in social assistance is a result of the recession. 
The significant job loss in Ontario, combined with changes to Unemployment 
Insurance Act since the last recession, has forced more people onto social assistance 
than ever before. It must also be reiterated that people on social assistance do not 
want to be receiving benefits! They want to work and be self-supporting. Therefore, 
the focus of reforms for this year should be on those areas that support people 
getting off social assistance. Suggestions presented to the committee included 
increased awareness of the Support Towards Employment Program (STEP) and 
more opportunity planning projects. 


Recommendation 5 
The government continue to carry out social assistance reform with the emphasis 


on those areas that help people leave social assistance, such as STEP and opportunity 
planning. 


Children's Services 

The presentation of the Ontario Association of Children's Aid Societies (OQACAS) 
outlined the growing challenges facing their member organizations. The 
presentation also reminded everyone of the vulnerability of children, and along 
with the Daily Bread Food Bank, the impact the recession is having on children. 
The need for better coordinated and integrated services requires all the partners in 
the funding and delivery of services to work together. 


FISCAL POLICY 

The committee received a great deal of advice in this area with most 
presentations recommending restraint. Presenters encouraged the government to 
limit increases in overall expenditures and wages, improve administrative 
efficiency, and to rationalize spending. These suggestions are consistent with the 
initiatives undertaken by the government to freeze wages of MPPs and senior 
management, the new collective agreement negotiated with OPSEU, the review of 
21 programmes that was outlined in the Fiscal Outlook document and the 
historically low increases given to transfer agencies. 

While the presenters encouraged fiscal restraint, there was also support in regards 
to maintaining a significant commitment to capital spending by the government. 
Several presenters supported the Premier's position for a national commitment to 
infrastructure such as highways, water, and sewage systems. 


TAXATI | 

The taxation issue poses a strong dilemma for the government. There is 
significant opposition to any type of tax increase. Many of the presenters who 
opposed tax increases also urged significant restraint on fiscal policy. Attempting to 
maintain services when there is a large increase in the need for those services while 
limiting expenditures and keeping a handle on the deficit without any tax increase 
at all is an enormous challenge. : 

Some increased revenue may be obtained through more progressive taxation. A 
reduction in a tax that applies across the board would allow for a limited increase in 
taxes that are based on income or profits. 

The Ontario Trucking Association (OTA) suggested the increase in diesel tax from 
last year be rolled back. Given the difficult financial situation the government faces, 
that suggestion cannot be supported. However, realizing that trucking is an integral 
part of a healthy economy, it is recommended that no increases to the diesel tax be 


put in this year's budget. 


Recommendation 6 
There should be no increase in the diesel tax this year. 


ECONOMIC POLICY 


The tremendous job losses due to the recession have caused uncertainty with 
those who have jobs. The insecurity about their jobs has depleted their consumer 
confidence which adds to the economic difficulties of the province. While people 
realize that many of the reasons for the recession are outside provincial jurisdiction, 
they do want some action from the provincial government. Maintaining significant 
capital spending is an effective way to instil some confidence. Creating new 
economic and construction activity in communities where little has been occurring 
sends out a positive signal. The public needs to see new activity to feel more secure 
about their own jobs and to regain consumer confidence. 

The provincial government must continue its lobbying efforts to have the 
federal government ease its monetary policy to allow the Canadian dollar to decline 
to a more natural level. The high dollar has made our exports less competitive and 
led to the tremendous increases in cross-border shopping. Several of the forecasters 
from the financial institutions and the Canadian Manufacturers Association stated 
in their presentations that the Canadian dollar should be allowed to decline to about 
the 80-cent mark. The federal government, in its overzealous attempt to get to zero 
inflation, has inflicted great hardship upon many Canadians. It is impossible for an 
unemployed worker to be productive and competitive. A consensus is continuing 
to build that while inflation needs to be kept in check, bringing the economy to a 
complete standstill is not going to solve issues of competitiveness and productivity 
or get people back to work. 


Recommendation 7 
The government maintain a significant capital spending campaign particularly 
on infrastructure. 


APPENDIX B 


Opinions and Recommendations of the 
Liberal Members of the Committee 
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LIBERAL DRAFT MINORITY REPORT ON PRE-BUDGET CONSULTATIONS FOR 
THE FINANCE AND ECONOMIC AFFAIRS COMMITTEE 


Preamble 


Ontario has weathered stormy economic seas since the NDP came to power in September 
1990. Two straight years of negative growth, combined with soaring unemployment and 

record bankruptcies, have shaken the confidence of businesses and consumers in Ontario’s 
economic future. 


As many economists said before this committee, Ontario is poised in 1992 to finally enjoy 
the fruits of its long-awaited recovery. But, the province will benefit from these better times 
only if the NDP government starts introducing policies to reassure businesses, workers and 
taxpayers that Ontario can regain its place as Canada’s premier economic engine. 


Unfortunately, by placing proposals, such as the changes to the Labour Relations Act, at the 
top of its legislative agenda, the government appears captive to the ideology of the past, not 
ready to implement the pragmatic government Ontario needs. . 


The government has abdicated its role of economic leadership and has not given the 
necessary help to assist private-sector job and wealth creation so badly needed in Ontario. 


The Ontario Liberal Party is worried that, without balanced economic growth policies in 
place to encourage companies to invest and consumers to spend, the NDP will wind up 
stopping the recovery in its tracks. We want the NDP government to provide the leadership 
needed to get Ontario’s economy moving. 


The Recovery 


The economists who came before the committee said, after two years of negative growth, the 
Ontario economy should start expanding again in 1992. For example, the Conference Board 
of Canada estimated that the province would grow at a 3.5 per cent clip this year. Ottawa’s 

Informetrica Ltd., predicted 4.8 per cent growth for Ontario in 1992. This compares to the 

Treasury forecast of 2.2 per cent growth. 


As well, Ontario’s manufacturers have begun making a comeback. Their product shipments 
have increased 6.5 per cent since the trough of the recession in February 1991. Other 
sectors, such as housing, also should bounce back from the dark days of 1991. 


"Ontario is based in the centre of the country, is close to major U.S. markets, has a highly 
diversified economy and a skilled and well-educated labour force," which will pull the 
province out of its economic doldrums, according to the Toronto-Dominion Bank. 


But, the provincial recovery is fragile. Business nerves have already been frayed by last 
year’s provincial budget and its record $9.7 billion deficit. The Treasurer said, at the time, 
that he wanted to fight the recession, not the deficit. 


Unfortunately for Ontarians, this government fought neither. Ontario, which has one-third of 
Canada’s jobs, suffered 80 per cent of the country’s employment losses during the recession. 
The government has not been able to control its budget deficit and could not stimulate the 
economy. 


We recommend that the government admit that last year’s budget, with its $9.7 billion 
deficit, was a mistake for the province’s economy. By offering such a statement, he 
would go a long way to restoring his credibility in the eyes of the business community 
and consumers. In effect, the government would tell the people of Ontario that he 
understands their concerns about the province’s troubled economy. 


To reduce the province’s deficit, Ontario’s economy must begin growing again. For every 
one percent of economic growth, tax revenues increase by about 0.9 per cent. We cannot 
work our way out of the current fiscal straightjacket on the basis of spending restraint alone. 


To get business investing and consumers spending this year, the government should bring 
forward a plan to build bridges between workers and management and limit the tax burden 
on companies and individuals. 


Unfortunately, a perusal of the NDP’s agenda shows a legislative slate which might send the 
economy in the opposite direction. Many companies are worried that the government’s 
proposed changes to the Labour Relations Act means that the NDP is more concerned about 
increasing union membership for the union leaders than about getting the economy rolling 
again. The government’s new Ontario Training Adjustment Board will not start operations 
for another twelve months. As well, the agency’s proposed governance has the potential to 
stalemate the development of effective workplace training. 


What the province needs is a legislative agenda free from such ideological baggage. The 
provinces needs policies that reward entrepreneurship, protect the entire Ontario 
workforce and limit the burden on taxpayers. 


The Ontario Liberal Party believes that the NDP’s present legislative agenda will not help the 
province’s economy recover fast enough. 


Fiscal Mismanagement 


In last April’s budget, the Treasurer brought in a series of record-high deficit projections. 
The government forecast budgetary shortfalls of $9.7 billion and $8.9 billion between 1991 
and 1993. This January, however, the Premier appeared on province-wide television to tell 
people that the recession could drive the 1992-93 deficit up to $14.3 billion without 
corrective action. The Premier then said such a large shortfall is unacceptable. 


The January announcement was only the latest revision to the NDP’s battered April 1991 
budget. In October and November, with the economy shrinking further, the Treasurer was 
forced to make two fiscal "readjustments", as he cut and put off public spending in 1991 to 
keep within his budget targets. By stailing new capital spending, however, the Treasurer 


seriously hurt his own anti-recession spending package. 


Finally, the government began austerity measures, such as limiting departmental spending, 
policies which the Liberal Party called for a year ago. Other moves, like freezing the pay of 
politicians and staff, was needed. 


But, because the government waited so late in its fiscal year planning cycle to initiate its 
policy of fiscal restraint, the province’s transfer partners have been forced to take quick and 
drastic measures to keep their budgets under control. As a result, the operations of 
hospitals, social agencies and other recipients of the government’s MUSH grants have 
suffered needlessly. 


The Ontario Liberal Party believes that all Ontarians must share the burden of 
government restraint. By mismanaging its budget, however, the NDP has forced these 
agencies to make drastic changes to their operations. We urge the government to 
undertake a more rational process for planning its transfers to the MUSH agencies in 
order to avoid such a repetition of these problems. 


The Process 


The Treasurer asked the Standing Committee to comment on his new roundtable pre-budget 
discussion process. He has said this process will be the most open consultations on budget- 
making in Ontario’s history. 


Unfortunately, the Liberal Party has reached the opinion that the government has no intention 
of involving the opposition parties in the budget process in any meaningful way. 


Last Summer, the Standing Committee’s budget hearings were Menace by the Premier’s 
office and turned into a sham. 


It is clear from a memo (dated November 19, 1991) about the government’s Consultation 
Central Coordinating Committee that the "public" consultation process was designed "to 
maximize the government’s profile". The government’s Coordinating Committee also 
wanted to reduce the role of the opposition parties in the budget process. 


The whole budget hearing consultation process, as outlined in the November 19 memo, was 
designed to "establish new support bases across Ontario" for the NDP through the use of 
public funds. 


It is clear from what has transpired over the past number of months that the government sees 
the legislative committee as irrelevant. Other groups, such as the Ontario Federation of 
Labour, also see the Standing Committee as a waste of time. The OFL even declined our 
invitation to appear as a witness in this round of the committee’s pre-budget hearings. 


Such an erosion of the Standing Committee powers cannot be allowed to continue. 


The government must state clearly whether or not it plans to maintain the historical role 
of the Standing Committee on Finance and Economic Affairs to provide public review of 
the government’s financial and economic policy. If the government does not make such 
an affirmation of the committee’s role, this will send a signal to the opposition parties 
and the general public that this government wishes to maintain the strategy outlined in 
the government’s Consultation Central Coordinating Committee document and continue 
to undermine the committee’s powers. 


APPENDIX C 


Opinions and Recommendations of the 
Progressive Conservative Members of the Committee 
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PC MINORITY OPINION 1992 PRE-BUDGET CONSULTATION 


In the fall of 1991 our caucus published New Directions: A Blueprint For Economic 


Renewal And Prosperity in Ontario . 


The policies and programs proposed in this document represent our response to the 
short term pressures of the recession and to the long term need to effect the 
structural changes necessary to improve Ontario’s ability to compete in the global 


marketplace. 


We have submitted New Directions as our dissenting opinion because during the 
course of the pre-budget hearings we found that many of the groups and individuals 
who appeared before the Committee shared the concerns which inspired us to write 


the document in the first place. 


Moreover, the hearings have left us more convinced than ever that the common 
sense solutions to the economic and financial challenges facing the province 
outlined in New Directions respond to those concerns and offer us our best hope of 


achieving the goals of financial stability and economic growth. 


There was a remarkable degree of congruity between the philosophy and 
prescriptions of New Directions and much of what the Committee heard during the 


course of its hearings. 


2 
For example, one of our fundamental positions is that the province simply cannot 
afford another round of tax hikes and consequently that the Treasurer must neither 


increase any taxes nor introduce any new taxes in his next budget. 


The government may not want to hear that message from the Ontario Progressive 
Conservative Party but it should lend an ear to Ruth Getter of the Toronto 

Dominion Bank who told the Committee, “I think the worst possible thing at this 
time is to burden Ontario with more taxes . . . So I would urge the Treasurer to go a 


little easier on his plans to reduce the deficit purely by tax measures .. .” 


We also urge the Treasurer to look seriously at instituting a community and 
industrial bond financing system as advocated in New Directions and as suggested 


to the Committee by Tim Whitehead of the Canadian Imperial Bank of Commerce. 


The government may chose to ignore our call in New Directions for a moratorium 


on labour law changes. 


But, when the Ontario Chamber of Commerce says that “Ontario has become a high 
risk, hostile environment for business. There is no comfort that business will 
receive fair treatment. Unless that perception changes, and changes quickly, our 
economic prospects are dim.”; and when the All Business Coalition says that “The 


single most important impediment to economic renewal in Ontario is the apparent 


3 
determination of the government to amend the Labour Relations Act.”, the 
government must recognize that it has created a problem that goes beyond mere 


partisan posturing. 


If the government needs any additional evidence of the negative effect its policies 
and proposed policies are having on Ontario’s image as a good place to invest it 


need only consult the international business pages. 


There it will find stories like the recent one in the Globe and Mail of 26 February on 
the Deutsche Bank recommendation to investors to drop Ontario bonds because the 


province’s growing deficit could lead to a rating downgrade. 


Or the January 27 Globe story on the auto parts industry headlined “Ontario is 


‘unfriendly place to do business,’ industry says.” 


Or the January 22, 1992 story in the Ottawa Citizen about a report in the influential 
Japanese financial journal, Nippon Keisai, warning that Ontario’s pro-union stance 


could discourage investment in Canada. 


This image problem is compounding our financial and economic difficulties and if 
the Treasurer continues down the well worn path of tax-borrow-and-spend which 
governments in this province have followed since 1985 he will simply delay 


recovery by discouraging investors and consumers. 


4 


We do not expect the Treasurer to adopt all of the measures we propose in New 
Directions , however we believe that if the government is to be part of the solution 


instead of continuing to be part of the problem the government must at minimum: 

° Commit to a policy of achieving deficit reduction through expenditure 
controls and not through tax increases. 

° Avoid hiking taxes or introducing new taxes. 

° Repeal its regressive Sunday shopping law. 

° Introduce legislation to cap and where necessary to roll-back wage increases in 
the broader public sector to hold wage hikes to the level of the transfer 


payment increases announced by the Treasurer on January 21. 


° Provide tax relief for the retail, tourism and small business sectors through 


reductions in the provincial sales and gasoline taxes. 


° Abandon its proposed changes to Ontario labour law, proposals which are 


only helping to fuel the exodus of business and investment from Ontario. 


° Restructure the provincial welfare system to make more productive use of 
social assistance dollars by financing wage subsidies for employers who hire 


social assistance recipients. 


The federal budget of February 26 showed that it is possible to cut spending and to 


use the savings to finance tax reductions. 


5 


The Ontario government would do well to follow that lead and, by adopting even 
some of the measures outlined in New Directions, it would go a long way to 
restoring consumer and investor confidence in Ontario, to reducing our deficit and 
to achieving the goals of affordable government and a competitive productive 


economy. 


Norm Sterling, MPP Gary Carr, MPP 


’ a ! 
4 ay 
" Chl, 
a 


ie 


7 - = isd - ia ia 
aa ie . Nia es » 7 


by * = a iia = wh 
. Le TEE 


Sen nner obeinaal its Yo aléog rf gnivs = 


. Coma hii it te le - 

. Lc tashenslstiatteaelaedercsin . 

. ro | am, ee a oe - 
* sins Rikdie tale’ ic wea sae | a | 
TIM iD 160 > TIM, .galest® amovt 


: Repeal its regressive ised shopping taw. 

, pce 

. sasha adidas oiled dana to rolt-hack wage ingrekenn dt 
the broader pablic sxctor te hold wage hikes to the level af the transfer 
poyment increases ankonred by the Treaserer on January 23." is 

, Provide tax relief for the retail, tonriom and swiall business sectors chveagit 
“wddetion: os the provincial sales und gasoline tives, 


. Absndon ite proposed changes to Ontario jabonr la:w, proposals which ane 
only helping tu feel the exodet of basiacse and invesimest from Ontario, 


as estroge the proviacial welfare aystem to make sore productive use of 
Sotie! aagictaner Le ee | 


acu! mecistoene recypiemes, + a 
-h i 4 ; 
othe 
vise Uhr savings to finaanw tae nedietiding, ©) 9 Foes | A a Py 


taney ? ia ait ; 


APPENDIX D 


List of Witnesses 


7 hot ane =) ee . 

a ye at Te ie 7 
: _ ° ork j 
os 

anes g sipett dear La 

LPorenetl ae pater any sy 

¢ _ —— ; na 

SAS BA a 

es Nia) 30 ade Ld Ge @ a 


wa 7 : hi ae : ie Ly 


a | oe ; Se 
une Sie a - oo 
a - _ ; 


APPENDIX D 


LIST OF WITNESSES 


From The Toronto Dominion Bank 


Douglas Peters, Senior Vice-President 
Ruth Getter, Senior Economist 


From the Conference Board of Canada 


Dr. James Frank, Vice-President and Chief Economist 
Paul Darby, Director, Forcasting and Analysis 


From Informetrica 


Michael McCracken, President 


From DRI/McGraw Hill 


George Vasic, Director of Economics 


From The Royal Bank of Canada 


Mark E. Chandler, Assistant Chief Economist, Economics, Treasury and Financial Markets 


From Nomura Research Institute; Nomura Canada Inc. 


Leo de Bever, Vice-President and Senior Economist 


From The Canadian Imperial Bank of Commerce 


Tim B. G. Whitehead, General Manager and Regional Economist 


From The WEFA Group 


Emie Stokes, Director 


From The Ontario Association of Non-Profit Homes & Services for Seniors 


Paul O’Krafka, President 
Mike Klejman, Executive Director 


From People Against the NDP Budget 

John McBride 

Loudon F. Owen 

John Slattery 

From The Canadian Manufacturers’ Association 

John Carlos, Director of Taxation for Dupont Canada and Chair of the Tax Committee for C.M.A. 
Dr. Jayson Myers, Chief Economist 

Eric Owen, Executive Director and Director of Taxation and Financial Issues 


From The Ontario Prevention Clearinghouse 


Bryan Hayday, Executive Director 


From The Ontario Chamber of Commerce 

Don Eastman, Chair, Economic Policy Committee 

Jim Carnegie, Executive Director 

From The All Business Coalition 

David Surplis, President of the Council of Ontario Construction Associations 
Neil De Koker, President, Automotive Parts Manufacturers’ Association 
From The Ontario Federation of Agriculture 

Roger George, President 

Carl Sulliman, Executive Director and Chief Operating Officer 

Cecil Bradley, Manager of Policy Research 


From The Social Planning Council of Metropolitan Toronto 


Marilyn Roycroft, Vice-President of the Board of Directors 
Andy Mitchell, Program Director 


From the Daily Bread Food Bank 


Gerard Kennedy, Executive Director 


From the Children’s Aid Society of Metropolitan Toronto; Ontario Association of Children’ s 
Aid poten: Ontario and Metropolitan Toronto Foster Parent’s Association 


Bob Witterick, President, CASMT 

Bruce Rivers, Executive Director, CASMT 
Mary McConville, Executive Director, OACAS 
Wilma Wrabko, President, OMTFPA 


From United Voices for Fair Treatment in Child Care 
Jackie Cousins, Goce ac 

Carolyn Koff 

Janet Hodgkinson 

Amina Bhaloo 

From the Ontario Home Sharing Program 

Christine Bowlby, Co-ordinator, VON Home Sharing 
Edna Beange, Chair, The Board of Sharing 

Ruth Lerner, Advisory Committee Member, Scarborough Housing Help Centre 
Carmen Muir, Homesharing Provider, Scarborough 
Dorothy Ohl, Homesharing Provider, Toronto 


Jose Valle, refugee-in-match, volunteer-peer counselling, Scarborough 
Susan Bacque, Department of Housing, City of Toronto 


From the Ontario Trucking Association 


David Bradley, President 


From Energy Probe 


Lawrence Solomon, Research Co-ordinator 


From the Ontario Non-Profit Housing Association 


Roger Maloney, President 
Saul Marmor, Acting Executive Director 


From Project Economic Growth 

Laurie Harley 

Barbara Caldwell 

From the Ontario Pharmacists’ Association 
Gary Cruikshank, President 


Shirley Moffs, Assistant Executive Director 
Gary Sands, Manager, Government and Public Affairs 


From the Council of Ontario Construction Associations 
David Frame, Executive Vice-President 

Gary Whitelaw, Chair, Tax Committee 

Bill Empey, Technical Consultant, Tax Committee 

From the Ontario Restaurant Association 

Fred Luk, President 


Paul Oliver, Director, Government Affairs 
Paul Bachand, Member 
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APPENDIX E 


LIST OF EXHIBITS 


EXHIBIT NO. 1/04/001 MINISTRY OF TREASURY AND ECONOMICS: 
Presentation entitled "Part I: Ontario’s Economic 
Outlook: 1991-1992 and Medium Term". 


EXHIBIT NO. 1/04/002 MINISTRY OF TREASURY AND ECONOMICS: 
Presentation entitled "Part II: Fiscal Environment 
and Overview of Major Transfers”. 


EXHIBIT NO. 1/04/003 ONTARIO CONFEDERATION OF UNIVERSITY 
FACULTY ASSOCIATIONS: Submission regarding 
Pre-Budget Consultations. 


EXHIBIT NO. 1/04/004 ONTARIO FEDERATION OF STUDENTS: 
Submission regarding Pre-Budget Consultations. 

EXHIBIT NO. 1/04/005 COUNCIL OF ONTARIO UNIVERSITIES: Brief 
regarding Pre-Budget Consultations. 

EXHIBIT NO. 1/04/006 ASSOCIATION OF MUNICIPALITIES OF 
ONTARIO: 1992 Pre-Budget Consultation Brief. 

EXHIBIT NO. 1/04/007 MUNICIPAL FINANCE OFFICERS’ 
ASSOCIATION OF ONTARIO: Pre-Budget 
Submission. 

EXHIBIT NO. 1/04/008 ONTARIO TEACHERS’ FEDERATION: 


Submission on the 1992 Ontario Budget. 


EXHIBIT NO. 1/04/009 ONTARIO PUBLIC SCHOOL TEACHERS’ 
FEDERATION: Submission with respect to the 
1992 Budget. 


EXHIBIT NO. 1/04/010 ONTARIO SECONDARY SCHOOL TEACHERS’ 
FEDERATION: Submission on the Pre-Budget 
Consultation Process entitled "Meeting the Challenge 
in Educational Funding in Tough Times". 


EXHIBIT NO. 


EXHIBIT NO. 


EXHIBIT NO. 


EXHIBIT NO. 


EXHIBIT NO. 


EXHIBIT NO. 


EXHIBIT NO. 


EXHIBIT NO. 


EXHIBIT NO. 


EXHIBIT NO. 


EXHIBIT NO. 


1/04/011 


1/04/012 


1/04/013 


1/04/014 


1/04/015 


1/04/016 


1/04/017 


1/04/018 


1/04/019 


1/04/020 


1/04/021 


ONTARIO ENGLISH CATHOLIC TEACHERS 
ASSOCIATION; Brief on the 1992 Ontario Budget. 


FEDERATION OF WOMEN TEACHERS’ 
ASSOCIATIONS OF ONTARIO: Statement for the 
1992 Pre-Budget Consultation. 


ONTARIO PUBLIC HEALTH ASSOCIATION: 
1992/93 Budget Brief. 


ONTARIO HOSPITAL ASSOCIATION: 
Presentation regarding Pre-Budget Consultations. 


REGISTERED NURSES’ ASSOCIATION OF 
ONTARIO: Submission on Pre-Budget Consultation 
Hearings. 


ONTARIO SEPARATE SCHOOL TRUSTEES’ 
ASSOCIATION: Brief regarding Pre-Budget 
Consultations. 


ONTARIO PUBLIC SCHOOL BOARDS’ 
ASSOCIATION: Presentation entitled "Funding Our 
Education System in the 1990’s". 


ASSOCIATION OF COLLEGES OF APPLIED 
ARTS AND TECHNOLOGY OF ONTARIO: 
Presentation regarding Pre-Budget Consultations. 


LEGISLATIVE RESEARCH SERVICE: Summary 
of Recommendations Pre-Budget Consultations 
1992: Transfer Partners (Municipalities, 
Universities, Colleges Schools and Hospitals). 


LEGISLATIVE RESEARCH SERVICE- 
Documents prepared by Anne Anderson, Research 
Officer, relating to the Committee’s Pre-budget 
consultations on the MUSH sector. 


THE TORONTO DOMINION BANK- Documents 
dated January 1992 prepared by the Department of 
Economic Research entitled "Report on 
Ontario,” "Provincial Update," "Canada’s 
Business Climate" and "The Economy.” 


EXHIBIT NO. 


EXHIBIT NO. 


EXHIBIT NO. 


EXHIBIT NO. 


EXHIBIT NO. 


EXHIBIT NO. 


EXHIBIT NO. 


EXHIBIT NO. 


EXHIBIT NO. 


EXHIBIT NO. 


EXHIBIT NO. 


1/04/022 


1/04/023 


1/04/024 


1/04/025 


1/04/026 


1/04/027 


1/04/028 


1/04/029 


1/04/030 


1/04/031 


1/04/031(A) 


THE CONFERENCE BOARD OF CANADA - 
Presentation by James Frank and Paul Darby 
entitled "Economic Outlook and Issues 1992." 


INFORMETRICA LIMITED - Briefing 
notes from Mike McCracken entitled "Outlook for 
the Canadian Economy." 


DRI/McGRAW-HILL - Presentation by George 
Vasic entitled "Economic Perspective: Canada and 
Ontario." 


THE ROYAL BANK OF CANADA - Presentation 
to the Committee dated 30 January 1992 and entitled 
"€anadian and Ontario Economic and Financial 
Outlook." 
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